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Tae Wagner-Lea bill to regulate 
investment trusts, investment com- 
panies and investment counselors is 
now before Congress. Although it 
faces considerable opposition, we 
have every hope and confidence it 
will be a law before this session ends. 
If it had been in existence when the 
investment trust wave hit this coun- 
try it could have done a tremendous 
amount of good, saved many a 
heartache, and prevented a number 
of cases of particularly revolting 
trickery. 

The public will take the passage 
of the new bill in about its usual 
manner. The great majority will be 
imaware of its existence, causes or 
purposes. Only a handful of people 
will find it necessary to read it and 
to understand how it should work. 


With Th\e Editors 


Some will make the comforting error 
that it takes the risk out of invest- 
ment trust securities, once the Gov- 
ernment is on the job. What the 
bill does is provide a skeleton around 
which the S. E. C. will gradually 
build the flesh of interpretation and 
administration. It forbids pyramid- 
ing and circular ownership — the 
evils of the past which permitted 
the stock of Company A to rise in 
value because of its stake in Com- 
pany B, and Company B to enjoy a 
bull market because of its holdings 
in Company A. It provides for ac- 
counting and publicity regulation, 
and for a limitation on size of trusts. 
Included in the bill are safeguards 
against the abuse of position by in- 
vestment advisers. 

There have already been protests 






from the parties to be regulated, and 
it is quite possible that some of the 
technical provisions could be im- 


proved with further study. As the 
bill stands, however, it fairly lives 
up to the claim that it is corrective 
rather than punitive—that it is in- 
terested in eliminating abuses of the 
present and the future rather than 
evening old scores. 

In applying the principles laid 
down by the proposed law the 
S. E. C. will have another handful 
of slow and laborious work to be 
done. This makes the seventh law 
put up to the Commission for ad- 
ministration, and they are all of the 
kind that allow great leeway to the 
body enforcing them. It means 
more work for a Commission that 
doesn’t need it—but good work. 
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Questions 


Why is it that while production in the fourth quar- 
ter boom went well above the 1937 high, employment 
and payrolls did not? 


Business activity, which is much broader than indus- 
trial production, did not advance above the 1937 high 
during the fourth quarter, although production did for a 
short time. To have maximum effect upon employment 
and payrolls, recovery must be sustained at a high level 
for some time and must permeate the whole economy. 
Even so, there has been no important lag in total em- 
ployee remuneration. At the fourth quarter high total 
wages and salaries were 87.8 per cent of the 1929 monthly 
average, according to the adjusted index of the Depart- 
ment of Commerce, as compared with 1937 high of 89.3. 
The dollar total for December was $3,880,000,000. Due 
to lower prices, it had a purchasing power in excess of 
that of the $4,363,000,000 monthly average of wages and 
salaries in 1929 and also in excess of the 1937 monthly 
high of $3,900,000,000. 


Why is the volume of currency in circulation more 
than $2,000,000,000 greater than in 1929, when we 
had record business activity; and has this fact any 
inflationary significance? 

Since bank check payments finance the bulk of Ameri- 
tan business transactions, and since outstanding cur- 
tency is backed considerably more than two-to-one by 
our monetary gold stocks, there is no inflationary sig- 


of the Day 


nificance in the currency increase. It began in the sum- 
mer of 1931, reflecting increasing bank failures and grow- 
ing panic. After the banking holiday of 1933 some cur- 
rency hoarding continued. Reduction in number of 
banks, especially in small communities, also caused in- 
creased use of currency. Then, too, the advent of wide- 
spread public relief payments swelled outstanding cur- 
rency volume, numerous recipients having no bank ac- 
counts and numerous getting more in relief than they 
had formerly earned. Finally, foreign hoarding of U. S. 
currency has increased substantially in recent years. 


Wishful thinking aside, what is the tangible evi- 
dence that we are seeing a short business “reces- 
sion" and that it is not the start of another depres- 
sion like that of 1937-1938? 


Briefly, the chief differences between the present situa- 
tion and that of 1937 include: (1) monetary-credit fac- 
tors are inflationary now, whereas they were deflationary 
in 1937; (2) commodity prices are firm at a moderate 
level, giving business men no cause to return to hand- 
to-mouth buying, while in 1937 severe decline in prices 
from a high level drastically curtailed business buying: 
(3) motor production and sales show no tendency to 
participate in the business recession, whereas there was 
virtual collapse in this key industry in 1937; (4) em- 
ployment, payrolls and consumer demand are steady 
at a satisfactory level, showing no such shrinkage as oc- 
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curred in 1937; (5) war orders and other exports are an 
important support to volume and the price level; (6) 
several important industries, including machine tools, 
electrical equipment, aircraft and shipbuilding have busi- 
ness in hand justifying a high rate of activity for some 
time to come; (7) corrective decline in steel operations 


gives evidence of flattening out; (8) there is scattered 
but increasing evidence of renewed improvement in the 
volume of new orders in half a dozen industries afte 
only several months of decline, whereas from the start 
of 1937 new orders declined for more than a year; (9) 
labor costs, inflated in 1937, are now steady. 





The Trend 


PAYING THE PIPER .. . Although the destruction of 
human life and of physical properties in the European 
war to date remains small, it is an arresting fact that the 
financial cost to England—and probably to France and 
Germany—already approximates the top World War 
figures and that it is certain to rise further. The belliger- 
ents are straining to prepare for the active fighting which 
may or may not develop this year or next. 

The British Government’s present expenditures are at 
the annual rate of 2.4 billion pounds, or about 40 per cent 
of that nation’s 1939 national income. Proportionate 
spending by our Federal Government would be around 
25 billion dollars, or some three times the current rate. 
As now projected, Britain in two years will have a budget 
approximating 75 per cent of the 1939 national income. 
The financial war burdens in France and Germany are 
certainly proportionate. 

Thus far these enormously increased costs are being 
met by a combination of borrowing and increased taxa- 
tion. Larger taxes can be had only by deliberately lower- 
ing the living standards of the people and confiscating 
their savings—a process that seems already to be near 
its maximum in Germany, but having further to go in 
Britain and France. Planned curtailment of normal con- 
sumption and complete regimentation of imports and 
exports involves world-wide dislocations that will in- 
creasingly be felt. Moreover, the longer range threat of 
currency break-downs, with further international dis- 
locations, cannot be ignored. 

Directly or indirectly, this insane mess is going to cost 
all of us something. To millions in Europe it will mean 
grinding poverty—the decline of already low living stand- 
ards to bare subsistence levels. We can take such com- 
fort as we may in the thought that—as compared to the 
lot of the peoples of the belligerent countries—we con- 
tinue to live in a paradise of peace, security and plenty. 


THE SILLY SEASON .. . Some of the proposals that 
emanate from the minds of supposedly competent mem- 
bers of Congress are literally stupendous in their ab- 
surdity. For instance, Senator O’Mahoney wants to 
prod us along the road to the more abundant life by a 
special tax bill which would penalize employers who 
make “a more than average” use of machinery and re- 
ward employers who make a “more than average” use 
of manual labor. 

Judging from newspaper reports of the Senate debate, 


of Events 


the eminent Senator Clark of Missouri, as well as Sena- 
tors Wagner and Walsh, appeared to favor the general 
idea. Strangely—or is it strange in these topsy-turvy 
times?—the New Dealish Senator Norris took exception. 
He said, quite correctly, that the effect would be to put 
a tax upon human progress and that “it would act asa 
preventive of all technological inventions that would im- 
prove anything now in existence.” He added that the 
history of civilization is simply “the story of technologi- 
cal inventions that have been made and put to work.” 
If Senator O’Mahoney’s partial curb on machinery can 
aid in solving our problems, why not carry a good thing 
all the way? Why not destroy all machinery and make 
automobiles, radios, tin cans, clothing and what have 
you entirely by hand? That’s a perfect way to turn the 
clock back and return to the economic dark ages. 


UNEMPLOYMENT GUESSES .. . Recently published 
estimates of private economists—brought to public at- 
tention by Arthur Krock in the New York Times and by 
Miss Dorothy Thompson in the New York Herald 
Tribune—suggest the startling thought that the country’s 
actual unemployment problem is only about one-fourth 
as serious as it has been commonly thought to be. That 
is, that the creation of somewhere between 2,000,000 and 
3,000,000 private jobs would absorb all the unemployed 
employables. Previously accepted estimates of unem- 
ployment range from 8,000,000 to 12,000,000. 

It would require too much space to discuss the sta- 
tistical process leading to the 2,000,000-3,000,000 esti- 
mate, which would, of course, be sensationally good news 
if true. In general, however, it assumes that the total 
number of employables, or available labor force, has 
heretofore been over-estimated. This is possible but far 
from certain. On the one hand, various social changes— 
notably reduction of child labor—have reduced the num- 
ber of employables. On the other hand, former depend- 
ents—seeking to supplement the reduced incomes of hus- 
bands or fathers—have joined the available labor force. 
Again, due to high birth rate and immigration in the first 
decade of this century, new employables have been added 
to the labor force during the past ten years at a rate well 
above the general population growth. 

Unfortunately, the best estimates of employment and 
unemployment are guesses in large measure. That is one 
good reason why the census soon to be taken should be 
both as accurate and as complete as possible. 
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BY CHARLES BENEDICT 


EUROPEAN LITTLE MAN—WHAT NOW? 


a tragedy of Europe is the tragedy of the little man 
ho is being crushed in the struggle between colossi. 

Each little country is used as a pawn in the game 
obliged to submit to control involving loss of liberty, 
political and economic sovereignty, as in Austria and 
(zechoslovakia—taking up arms and becoming a test- 
ing ground as in Spain—providing the spoils as a basis 
fora deal as in Poland—or as in the Baltic States agree- 
ing to be used as a shield for strategic purposes to block 
smove—and, can we say in the case of Finland, to pro- 
vide a battlefield so that the great powers could measure 
the potency of the Russian war machine which up to that 
time had been a mystery? 

With the belligerents ready to strike anywhere that 
sits their purpose— no nation, no people are safe. And 
the small countries in Europe, whether dictatorships, 
democracies, or whatever their form of government, are 
ill in the same boat—fated to be over-run—innocent 
men, women and _ children 
saughtered — their homes and 
property destroyed. 

How much longer can this 
last? 

So devious is the intrigue that 
we in the United States have 
every reason to be watchful and 
wary of this war aimed at ob- 
jectives which are already prov- 
ing exceedingly harmful to our 
interests actually and_poten- 
tially. 

We want to keep out because 
We are aware that this war is a 
struggle for power — political, 
industrial and financial — and 
tot for democracy. 

The Scandinavian countries 
ie just as distrustful of the Al- 
led aims as they are of the 
totalitarian aims. And the same 
Strue in the Balkans where the 
various governments are at- 
tempting to straddle in the hope 
that they may survive as in- 
tependent nations regardless of 
vho wins. 

It would be interesting to 
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Ruins are now the portion of the common people in Finland. 


know exactly what price the Finns were asked to pay 
for Anglo-French military assistance. Because it is ob- 
vious that Finland chose a Russian peace—and inde- 
pendence, although it involved the loss of a consid- 
erable portion of vital and valuable territory—rather 
than accept the Allied offer of assistance. 

Ever since the Russo-Finnish war began, appeals 
for troops and munitions and Finland’s necessity for 
them have filled our papers. It was startling, there- 
fore, to read in the London Times that with the ex- 
ception of scattered volunteers, no real force of men 
had been arranged for movement to Finland until 
February 26th and that the British people were un- 
aware of the situation until Daladier’s statement that 
50,000 troops had been waiting to be called. . . . The 
bitterness that greeted Daladier’s statement at Helsinki 

. and, in Stockholm, which had previously offered 
to permit transit through (Please turn to page 774) 
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Market Near Decisive Turn? 


Deterioration of the position is not yet alarming but the 


recent performance supplies renewed confirmation of 


our previous view that the burden of proof remains defi- 


nitely on the bull side. Spring uncertainties are increasing. 


BY A. T. MILLER 


ie the start of last week speculative sentiment was 
hopeful. An encouragingly large number of stocks were 
making new 1940 highs. The industrial average had 
crept up close to its February high. The No. 1 question 
was whether the long trading range stalemate was on the 
verge of being broken on the upside. 

By the end of the week hope had been chilled. A hun- 
dred or more issues had reached new lows for the year. 
Our daily average of forty representative industrials was 
hovering within a small fraction of the lowest previous 
closing level since September 5. Moody's spot com- 
modity index had broken the bottom level of a six- 
week trading range and made a new low for the entire 
period since the war began. The No. 1 question had be- 
come whether significant market decline was beginning. 

At this writing a new week has begun with additional 
weakness. Only a further test can reveal whether the 
increased pressure is of more than transient significance, 
for the evidence thus far is not necessarily conclusive and 
in the kind of market we have had thus far this vear it is 
easy to exaggerate the technical significance of relatively 
small changes in the price level and in volume. When 
for eleven weeks since the turn of the vear the range of 
our industrial index has been only 7 points and when 
for six weeks it has been only 3 points. it should be ob- 
vious that a test of previous highs or previous lows re- 
quires only relatively small change in the technical pic- 
ture either way. 

To say the least, however, the recent performance can 
be accepted as renewed confirmation of the conclusion— 
advanced in these articles for many weeks—that the 
burden of proof continues to rest on the bull side. 

But while the case for important nearby advance has 
certainly been weakened, justifying continued caution 
as to new commitments, the case for sustained decline 
is also far from clear-cut. Even should the previous lower 
ievel of the six-month trading range be somewhat ex- 
tended. this action quite possibly might signify nothing 
more than further prolongation of the underlying stale- 
mate which appears to reflect simply an abnormal degree 
of investment and speculative uncertainty as to the shape 
of things to come this spring and thereafter. 
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We believe it logical to regard the entire movement 
since the culmination of the brief war advance as a tran- 
sitional phase, not yet by any means unusual in duration 
—for we had a similar stalemate in major trend from the 
summer of 1933 to the spring of 1935—but abnormal in 
the narrowness of the range of fluctuation. From this 
viewpoint, decline in the market would have to pick up 
considerably more momentum than has been shown up 
to this writing to change the picture significantly. 

As usual, various specific reasons can be cited to ex- 
plain the recent increased weakness. It came close upon 
the heels of Russia’s dictated peace to Finland, an event 
that could only have been accepted as a blow to the 
Allies. It was accompanied by renewed rumors of an- 
other German peace drive in the offing, by additional 
weakness in “free” Sterling, by further aggressive trade- 
war moves on the part of the British, and by some in- 
crease in British liquidation of American shares, especial: 
ly issues not paying dividends. Finally. the general un- 
certainty as to what impends in Europe has been inter- 
sified by the dramatic meeting between Hitler and Mus- 
solini at the Brenner Pass this morning and rumors of 
some kind of a German-Italian-Russian deal aimed at 
eliminating Allied influence from the Balkans and thus 
insuring that the war would have to be actively fought 
on the Western front alone or continue more or less i- 
definitely as a stalemate. 

Fitting in with the conception that Europe is the key 
market factor for the present is the more-than-average 
decline in steel shares, aircraft issues and other stocks 
with more or less of a war baby flavor. On the other 
hand there is but limited and tentative comfort in the 
market’s selectivity on the decline, for the list of issues 
that made new lows in the closing sessions last week is 
not only a fairly long one but considerably diversified. 

At 11 o’clock this morning the position is: further frac- 
tional weakness in pivotal industrials and in rails; volume 
showing some tentative signs of drying up; the Dow 
Jones industrial average at 145.54 or slightly less 1 point 
above the closing low of January 15; our index of forty 
industrials approximately at the former low: spot and 
future commodity prices again off rather sharply. To 
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this it is pertinent to add that our broad weekly index 
of $16 issues ended the past week at a new low of inter- 
mediate reaction, although by only a fraction, and that, 
as shown by the chart herewith, the protracted down- 
trend from the war-rise high has yet to be reversed. 

Any extension of the reaction in the stock and com- 
nodity markets—especially in commodities—would have 
to be put down not only as a reflection of a less confident 
business outlook for the near term but also as a positively 
adverse business influence. The business recession hav- 
ing shown some tendency to flatten out in recent weeks, 
we have a situation so balanced that it might readily 
be turned either way by external events or relatively 
minor shifts in sentiment. 


Probably the most sensitive and significant of all busi- 
ness barometers is business-man buying. It can not be 
doubted that the past week’s softening in the commodity 
markets has already induced renewed caution among 
purchasing agents, as will soon be confirmed by new or- 
der statistics. If prices make a stand near present levels 
only temporary damage will have been done. Should 


they continue to weaken, hopes for second quarter busi- 
ness revival would have to be somewhat revised. 
Meanwhile, although one can find a minority of “spe- 
cial situations” attractively priced for longer-range ob- 
jectives, we see no cause to reverse the cautious attitude 
we have heretofore taken in attempting to project the 
—Monday, March 18. 


general market trend. 
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CONGRESS 


BY E. 


y big game of Congress versus the White House, 
billed as the battle of the century between legislative 
and executive power, is about half played, and the score 
at the half is 0 to 0. 

After two and a half months of a probably five-month 
session the New. Deal Quarterback still has the ball, 
but it’s in mid-field; there have been no spectacular 
plays and the defense lacks the team-work it displayed 
toward the end of last year’s session. Then a coalition of 
Republicans and conservative Democrats grabbed the 
ball and made a series of disastrous line-plunges through 
the demoralized New Deal ranks. This year a different 
sort of game is being played, a waiting game. 

The explanation is the coming election. President 
Roosevelt, his eyes more on foreign than domestic affairs, 
is paying only perfunctory attention to Congress. He 
has proposed nothing new and is not even pushing many 
Administration measures which have been pending for 
many months nor putting up a visible fight to block 
legislation he doesn’t want. His immediate strategy is 
to promote peace and harmony in party ranks and to 
avoid making campaign issues such as executive dicta- 
tion to Congress; his long-term planning is that another 
New Deal Administration will carry on his reform pro- 
gram now temporarily quiescent. 

The Democrats in Congress have their eyes on a third 
term and their own skins. If it’s going to be Roosevelt 
again they don’t want to be in the position of having 
pushed him’ around too much. Neither is there any 
political percentage in following Republican leadership 
in bucking the Administration. As long as Roosevelt 
doesn’t antagonize them they are content to let things 
ride, and if a Democratic President other than Roosevelt 
is in the White House next year things may be different. 

The Republicans are pulling their punches also because 
of the election. If they press the Administration too 
hard, Democratic ranks might solidify and beat them, 
or legislation might be passed eliminating a lot of their 
complaints and robbing them of some good campaign 
issues. The less the New Deal mends its ways now the 
more they can promise to reform it. 

So the battle is a draw and everyone is content to let 


720 


ening in Washington 


AT THE HALF 


K. T. 


this be practically a do-nothing Congress. On the 
President’s side can be chalked up virtual assurance of 
renewal of the reciprocal trade agreements act, probably 
without change; increased lending authority for the 
Import-Export Bank; and T V A appropriations safely 
through the House by a narrow squeak. Also such 
negative victories as keeping Congress from getting into 
a row—so far, at least—over such things as amending 
the wage-hour act, foreign relations, relief, and curbing 
beaucracy. 

On the other side, while Congress hasn’t openly 
rebelled at much of importance as yet, its sub-surface 
hostility has kept Administration leaders from pressing 
for action on the spending-lending bill, U S H A and 
Home Loan Bank Board expansion, medical care bill, 
and similar extensions of the New Deal planning. 

Economy is a draw. Roosevelt thought he trimmed 
the budget more than Congress would stand for. The 
House set out to cut off another half billion to avoid 
new taxes. Two-thirds through the list of supply bills 
it had cut more than $300 million, but the Senate put 
about that much back in for farm and other appropria- 
tions. Defense funds will be cut below what F. D. R. 
thinks necessary, but prospects are final appropriations 
will total about the budget estimates, though differing in 
details. 

Second half of the session will be snappier, with Con- 
gress aiming at an early June adjournment and members 
pressing for action on their pet measures. Some big 
battles impend, and the outcome of most is conjecture 
because there haven’t been enough tests of sentiment to 
show trends. Taxes are not apt to be voted, whatever 
the total appropriations, but Roosevelt really didn’t 
expect any and won’t push hard for them. Relief 
appropriations are yet to come up if Roosevelt sticks to 
his proposal to limit funds to one billion Congress won't 
cut below this, but there will be a fight over the way 
the money is to be spent. Farm benefit appropriations 
will be heavy, a lot heavier than Roosevelt asked, but 
he won’t oppose them. Processing taxes to pay for them 
apparently have little chance. . 

Labor legislation is a hot potato. The Smith commit- 
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te amendments to the Wagner act are too strong for 
most moderates but important parts of them will go 
through the House if they can be blasted out of com- 
mittee, which won’t be for some time yet. But they 
probably wall die in the Senate. Wage-hour law appears 
unlikely to be amended, but neither is there much chance 
of tightening the Walsh-Heeley Government contracts 
act drastically. 

On other things of importance the chances are against 
action. The banking and monopoly investigations won’t 
tun out any legislative proposals this season. Invest- 
ment trust legislation won’t get to first base. Nothing 
vil be done about gold and money, and probably not 
about silver buying. Unless something new happens, 
Congress won’t do anything about Mexican and Japanese 
lations or otherwise get wrought up over foreign 


affairs, though proposals fer South American credits 
may be brought up. Rumored shake-ups of the F. C. C. 
and F. C. A. probably won’t develop. The pending 
omnibus railroad bill probably will get through, but 
chances look poor for Roosevelt’s hospital construction 
plan. The Logan-Walter bill to make all Federal regu- 
latory agencies follow judicial procedure is in the bal- 
ance, but so far the Administration has kept the weights 
against it. There may be a new flurry over more credits 
to small businesses. Chain store tax and Federal oil 
control bills haven’t a chance. Lots of unexpected things 
happen to the legislative calendar during the closing 
weeks of a session, but the present disposition of the 
legislators is to scuttle and run. 

But a turn in the European war might change all 
forecasts. 





CAPITOL BRIEFS 


third term will not be sought by Roosevelt, Capital 
observers are coming to believe, and will not be accepted 
by him even if majority of convention delegates are 
committed to draft him—barring some unforeseen for- 
eign or domestic crisis. But he won’t declare himself or 
discourage delegates pledged to him so he can (1) keep 
control of Congress, (2) prevent a 
ramble among other potential can- 
didates, and (3) be in position to 
tell the convention whom to nomi- 
nate. New Dealers are now quietly 
reconciling themselves to another 
ticket. Hull and Jackson are the 
lames most commonly mentioned. 


Republican majority in House next 
year looks probable even though 
Democrats win Presidency. On basis 
of polls and special elections dope- 
ters figure a sufficient shift of votes 
inenough Congressional districts to 
sive the G.O.P. a slight House ma- 
rity if election were held today. 
This is discouraging to Democratic 
Presidential candidates because it 
means a divided Congress. Senate 


F ps Wide World Photo 
wll stay Democratic because not 


the bill out of its Labor committee, but this will take 
a month or six weeks. Present prospects are the bill will 
die in the Senate unless it reaches there in much cur- 
tailed form. 


Bureaucracy curb — Logan-Walter bill—is meeting 
powerful opposition and its chances 
are lessened by N L R B amend- 
ments, since many are arguing Con- 
gress should make this the test and 
then decide whether to put some- 
what similar curbs on other Federal 
regulatory agencies. 


Chain store tax advocates are mak- 
ing the most of their current hear- 
ings on Patman bill, but the pub- 
licity they will get does not measure 
their strength in Congress. Observ- 
ers give the bill virtually no chance. 


Wage-Hour administration shows 
no signs of making good its implied 
promises to ease rulings and enforce- 
ment policies to remove unneces- 
sary hardships and reduce criticisms. 
Instead, enforcement appears to be 








tlough expiring terms are in states 
there Republicans have a chance. 


The Republican Minority Leader of the 
House, Joseph Martin, confidently expects 
to be Majority Leader next January. 


getting tougher. But the change in 
personnel has kept Congress from 


Thus whoever is in White House 

vil have trouble with Congress, and this means the 
uxt Administration will have difficulty going far either 
lo right or left. 


Wagner act amendments proposed by Smith commit- 


te face tough sledding. Most Administration men, 
iberals, and labor leaders oppose them, and there seems 
‘0 be less zeal to reform the N L R B than when the 
‘mith investigation was authorized. Some of the pro- 
Wsals, such as definition of collective bargaining, will 
t0use so much opposition as to weaken the chances of 
Ktting the rest. A majority of the House can force 
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acting on amendments and may 
stall these off to end of session, which appears to have 
been the object. 


Trade association activities are under fire in several 
new anti-trust cases, some of which threaten to make 
illegal statistical and other practices approved by courts 
in past. Campaign against intra-industry co-operation 
is feared. 


Farm vote is being lined up by AAA despite Wallace’s 
protestations that it is non-political, Former AAA 


employees say it is bent on electing somebody President. 
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Photos 1 and 3 





from Black Star. 
2—Westinghouse. 





Ox of the more amiable of our American 
weaknesses is the tendency to decide premature. 
ly “this slump will be over soon; it can’t last.” 
That mistake was made early in the fall of 1937 
just as it had been in 1930. Fortunately, the 
optimism is justified as often as it is disap. 
pointed, although the occasions when it has gone 
wrong are the more vividly remembered. 

Today the consensus of business opinion holds 
that the slump is near a bottom—and this con- 
sensus is taken not from public statements of 
industrial leaders but from their far more sig. 
nificant acts in preparation for the immediate 
future. If they are correct, the second quarter 
should witness a gradual resumption of the 
uptrend in effect last summer before the war 
set all industry to behaving like a kitten in its 
first brush with catnip. If they are wrong— 
well, let’s consider the situation before worry- 
ing over that. 


I. THE RECESSION 


At the end of last year there existed a com- 
bination which has never been seen before and 
until now could not have been imagined pos- 
sible. Industrial production as measured by the 
Federal Reserve Board index had reached a 
new high in excess of the 1929 levels. Piled on 
top of a steady but powerful rise in the months 
preceding the war had been one of the swiftest 
gains on record. Yet Washington and Pitts- 
burgh as well as Wall Street were already recon- 
ciled to a downturn of anything but mean pro- 
portions. Aside from a few professional opti- 
mists, the glow of present accomplishments 
absolutely failed to shine into the new year. 

Preparations for a recession while a boom is 
in full blast have never been a concern of more 
than a small fraction of industrial or financial 
circles. The phenomenon of last December will 
doubtless grow stranger and more wonderful as 
we look back to it from a greater distance in 
time. First, American business had been sensible 
in refusing to run up prices in response to the 
sellers’ market in many raw materials; and 
second, the stampede into another era of over- 
production had been broken in its early stages 
by general acceptance of the fact that a cor 
rection was due. 

How adequate the correction has been may 
not be fully appreciated. The Macazine oF 
Watt Srreet’s index of business activity stands 
in mid-March somewhere between 91 and 92 4! 
compared with 102.3 in the final week of 1939. 
Even though corrected for secular growth, this 
index at the end of the year had equalled its 
1937 high, only to lose touch completely with 
the upper limits of the range as every week in 
the first two months of 1940 brought a decline 
of substantial size. The Federal Reserve Boar 
index, which is considerably more volatile be 
cause it measures industrial production rather 
than business as a whole, dropped from 128 12 
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December to 119 in January, 109 in February, and a 
current level undoubtedly lower. 


Compared with the slump of 1937 these losses are 
pot yet serious. Admittedly an extension of the trend 
yould change their significance completely, but in the 
first three months they have differed in two respects— 
in their smaller size, and in their tendency to diminish 
rather than accelerate as the decline has continued. In 
the first month of the 1937 downturn the Reserve Board 
index lost 6 points, in the second month 9, and in the 
third month 14. This year 9 points were dropped in 
January, 10 in February, and it looks as though the 
March decline will be unimportant. 

Reassuring statements from industry were thick as 
fog around the facts of September, 1937. At the same 
time, though, plans for new equipment and plants were 
being ruthlessly cancelled by the very concerns issuing 
the pious hopes in the guise of predictions. They 
stopped buying raw materials at any price, regardless 
of the fact that everything was going to be all right. 
As rapidly as they could they dropped their production 
rates to or below the pace of new orders coming in, 
which in turn were drastically curtailed. The steel op- 
erating rate fell from 84 per cent at the end of August 
to 31 per cent at the end of November. Motor produc- 
tion which should have been rising throughout the 
period dipped from 83,000 cars to 59,000 between the 
same two dates, carloadings from 737,000 to 559,000. 

Although the downtrend of early 1940 will be visible 
on the record even if it ends this week without further 
damage, it has caused nothing like the havoc of 1937. 
Both carloadings and motor production are holding 
above a year ago, the latter by extremely wide margins, 
and they are well above the year end. The steel rate 
has fallen to 64 per cent, but its losses have been taper- 
ing in recent weeks as have those in other heavy indus- 
tries. The saucering-out tendency apparent in most 





INDUSTRY HAS FULLY 
RELINQUISHED ITS 
WAR GAINS — CAN IT 
PICK UP THE TREND 
OF LAST SUMMER? 


BY JOHN D. C. WELDON 


by this prompt return 
to conditions immedi- 
ately preceding the 
outbreak of hostilities 
and by the evident dis- 
position to hold at this 
point. There is no 
doubt that the runup 
in production  repre- 
sented serious unbal- 
ance in the economy. 
It has been completely eliminated and the overproduc- 
tion at least partially balanced by a period of underpro- 
duction, in which both new orders and shipments have 
fallen behind actual consumption. The evidence favors 
the view that a short and rather unusual minor cycle 
has been completed. 


ll. THE POSITION TODAY 


Insistence upon the importance of the current or re- 
cent trend may give the impression that business has 
gone at least temporarily to pot. It has definitely not. 
Measured by almost any standard one cares to set up, 
the improvement over a year ago, two years ago, oF 
over the average for a decade back is still very wide. 
Only four months of last year exceeded the current 
rate of production, and only about sixteen months of 
the last ten years. As a matter of fact, there have been 
only three years in the experience of the Federal Re- 
serve index (since 1919) which have averaged better 
than the current level. 

Not only is industry producing at a relatively high 
rate of capacity, it is meeting a steady demand for its 
products. Employment and payrolls have declined on a 
seasonal basis since the end of the year, but they are 
substantially above a year ago and above any point 
since 1937. National income and farm income are both 





sections of industry today was not 
visible for many months after the 
start of trouble in 1937. 






KEY ECONOMIC TRENDS INDICATE IMPROVING OUTLOOK 











In relation to war boom gains 
the reaction already registered con- 
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stitutes the nearest thing to a com- 
plete cancellation. Our own index 
of business activity was at 91.8 at 
the end of August and it is there 
again today. The Federal Reserve 
index was 103 and it is now a couple 
of points higher. Steel operations 
Were 63.5 per cent, exactly where 
they are now. Where the large 
changes have persisted, it will al- 





@ 
io] 


~ 
o 


o 
So 






| PRODUCTION OF 
| _NONDURABLE GOODS 
| 























ESTIMATED LONG TERM TREND 





most invariably be found that they 
stem from some fundamental change 
brought by the war or that they are 
‘result of seasonal influence. 

The fundamental business situa- 


50-—— 


100= 


ae ee a 
| aval _—pa 
BP ai 2 ' est. 
| ri ~ By - 
PRODUCTION OF ! ae 
PRODUCERS DURABLE Goops * a ~ 
; , \ ; aati. | 
7 | Se See ee = “aa — Pi. i ae. ee 





‘4 PRODUCTION OF 
CONSUMERS DURABLE GOODS 











tion is remarkably similar to that of 
last August. 
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clinging doggedly to their uptrends, holding at levels at- 
tained only for a short time in the last spell of prosperity. 

It is true that new orders in such industries as steel 
are running below shipments and rate of operations. 
The reason is not a deficiency in the ultimate consump- 
tion stage, but in the flow between primary producer 
and consumer. Buyers of steel are still holding off while 
their inventories work back to conservative proportions, 
ordering less than they are using in their manufacturing 
operations. Time is entirely on the side of the producers 
so long as the current trend of consumer purchasing 
continues. Industrial buying today is frequently bunched, 
governed by stimuli common to all units, and it can 
ignore temporarily the rate of actual consumption, but 
only until price or other considerations bring the turn. 


The seasonal pattern has been against business in 
the last few months.: That is to say, it has called for a 
rise, and even stationary production levels would show 
a drop after adjustment. Of the 19 points lost by the 
Federal Reserve index between December and February, 
very close to half were due to the allowance for gains 
at this season of the year. The other half represents 
actual deterioration in the position. 

Peaks for several key industries, however, are nor- 
mally due in the next few weeks. Steel is at the point 
already where output should be the highest for the 
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whole year, tapering down gradually from here into 
the middle of the summer and then rising to a lesse 
height along about October. Almost the same pattem 
is followed by automobile output, except that the peak 
is expected in April and the recovery from the summer 


letdown is relatively stronger later in the year. Building J 


contracts awarded have their seasonal high in April 
and carloadings as an indication of general distribution 
are also at a peak then. 

Only the automobile industry has lived up to its first 
quarter pattern this year. General Motors sales to con- 
sumers last month were above those in January and close 
to 50 per cent higher than a year ago, giving adequate 
justification for the production schedules adhered to 
by the industry. Elsewhere, the trend has been down 
when it should be up in the first three months of the 
year, 

This means that any improvement starting in 
April will find the seasonal adjustments in its favor, 
Strength in the major lines will be particularly encour. 
aging in the second quarter because counter to the 
usual trend. 


Earning power of industry, meanwhile, is leaving no 
room for doubt that business, while slipping, is stil] 
excellent and highly profitable. Following a remarkably 
good quarter as the climax to the 1989 pickup, most of 
the larger corporations have carried over 
enough business and acquired sufficient new 
orders to maintain their income at levels 
that may surprise some observers whose at- 
tention has been monopolized by the busi- 
ness indexes in these last few weeks. It isa 
condition strictly of the present and is sub- 
ject to change on little notice, but there is as 
yet no slump in earnings. 

The effect of this momentum in the place 
where it counts most is decidedly important 
in shaping the reaction of industry to the 
unfolding outlook. Profits breed confidence 
and they create the bank balances to en- 
large operations when the least encourage 
ment appears. New business ventures and 
expansion of old ones depend on this factor, 
of course, far more than on any theoretical 
judgments of the analysts that risk capital 
is lacking or that growth in American in- 
dustry is a thing of the past. The business- 
man is convinced by his eyes or he would 
not be in business long, and he can afford 
to leave the theories without argument 
against them so long as the profits are 
demonstrably there. 

Coupled with the encouraging ability of 
earnings to hold up, at least in the stage of 
the recession so far witnessed, there is the 
psychological advantage business has in hav- 
ing foreseen it. This should not be under- 
rated as a foundation for the upturn. When 
struck suddenly by unforeseen trouble, in- 
dustry flounders lamentably and it is 4 
case of every man for himself with a pre- 
mium on ability to reduce commitments of 
any and every kind as quickly as possible. 
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The present case has at no time been one of that type. 
Retrenchment has been more orderly than the previous 
expansion which was hurried along by events outside its 
control. And most significantly for one attempting to 
gauge the near future, it has been from the beginning 
carried on as a part of the preparation for the next and 
possibly more enduring improvement that might follow. 
Ill. SECOND QUARTER PROBABILITIES 

New orders have been in a downtrend now for a 
period extending back to last October. The first flush 
of war-inspired buying sent the National Industrial 
Conference Board’s index of orders from 96 in August 
to 164 in September. Then while production intensified 
its rise, new orders declined in each succeeding month— 
October 148, November 128, December 110, and Janu- 
ary 109. The downtrend has since been less severe, but 
it has persisted without important interruption up to 
the moment of writing. 

The sustaining factor which accounts for a higher 
rate of production than of new orders is, of course, the 
backlog of business on hand and carried over from as 
far back as last September in some cases. Since the 
first of the year this backlog has been substantially 
eroded, except in a few lines such as aircraft and machine 
tools, but a small part of it still remains for immediate 
use. As a factor in the second quarter picture it should 
be discounted. 


Production has held up above the rate of new 
orders because of the backlogs remaining to be worked 
off, but it has slipped below actual consumption in many 
lines. The result has been that the inventory situation 
which appeared moderately threatening at the beginning 
of the year has now taken a turn for the better. Con- 
ference Board figures show inventories 3 per cent higher 
in January than in December and 15 per cent above a 
year earlier. However, the persistent refusal to buy at 
a rate corresponding with consumer purchasing has 
relieved industry of the strain imposed by additional 
stocks on hand piled on top of those carried into the 
forepart of the new year. And while the existence of a 
war gives business an underlying reason for protecting 
itself with generally larger stocks on hand, the level of 
inventories in January was still 10 per cent below that 
of October, 1937, when conditions were poorer and the 
trend was more definitely unfavorable to forward pur- 
chasing. 


_ It is only natural that the existence of high inventor- 
les should make business conservative in its purchasing 
policies, and this is particularly true now that more in- 
formation on the inventory situation is available to 
everyone. A purchasing agent may feel out of sympathy 
with the trend of new ordering, may be convinced that 
a buying wave is just ahead, but he is unlikely to act on 
his opinion until others also do so and a new uptrend is 
under way. 

_ The current policy of industry in respect to its buying 
is shown in the latest figures compiled by the Purchasing 
Agents Association of Detroit. Hand-to-mouth buying 
doubled in February, from 7 to 14 per cent of the total. 
The general tendency was to restrict commitments to 











THE STRONG AND WEAK SPOTS 


Favorable 


The business trend since early 1938. 

Sustained consumer income and spending. 

Rising foreign trade with both belligerent and neutral 
nations. 

Backlogs in particular industries. 

High rate of motor production and sales. 

Bank deposits and investments high; money rates low. 


Unfavorable 


The short term business trend. 

Inventories above a year ago or six months ago. 

New orders declining. 

World unsettlement and war conditions. 

Sharply lower capital goods production. 

Lack of new financing and timidity of venture capital. 





the near term, and 63 per cent of purchasing was for 
60 days ahead or less, as compared with only 53 per cent 
in January. The effect of such a policy is to pull down 
new orders for the moment but to clear the decks for 
a resumption of more aggressive buying when an induce- 
ment appears. 

It is probably too much to expect that a repetition of 
last September and October with their remarkable pace 
of ordering lies anywhere near. Yet because current or- 
ders are running well behind consumption, the pickup 
in this phase of business conditions could be very sharp 
if it were to develop in a quiet period. The significance 
of such a turn in ordering lies in its cumulative qualities. 
Every purchase induces another one or several on the 
part of the firms receiving the orders. And the effect 
on sentiment can be unbelievably rapid and powerful. 

Within the very recent past a disposition has been 
shown to cover steel requirements a bit more liberally. 
or rather to come closer to buying the amount actually 
going into manufacture. Even this minor pickup in 
ordering has slowed the decline in steel operations, and 
any further gains would be immediately reflected in the 
steel statistics to an extent out of proportion with the 
actual amount of additional purchasing. 


Prices of industrial materials exert a most powerful 
influence over the industrial trend at a time like this. 
Inside a month from the outbreak of war last Sep- 
tember, prices in the industrial classification had ad- 
vanced 28 per cent above the August level and until 
the end of the year this increase was maintained. Mean- 
while other commodities had dropped back from a gain 
of about the same preportions, leaving the industrial 
materials on a high and lonesome plateau. In the last 
two months, however, they have come back to a point 
where somewhat more than half the previous rise is 
retained and where they are again in balance with such 
commodities as foodstuffs. 
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Copper, lead and zinc have all shown sparks of in- 
terest in recent weeks, none of which have carried 
through into what might be called a sustained buying 
wave, but indicating the possibility that a setting for 
one may not be far from complete. On the other hand, 
it must be admitted that the general price level— 
agricultural as well as industrial commodities—has re- 
cently been in a down-trend; further weakness would be 
hurtful to second quarter prospects. 


Sustained consumption plus an export revival would 
be the base from which both a wave of industrial buying 
and a reversal of the whole first quarter downtrend 
could most logically result. Consumer purchasing power, 
as has already been noted, is making a firm stand and 
there is no evidence of a disposition to curtail spending 
because of the uncertainties of the moment. Export 
trade showed a remarkable advance in January over 
a year ago, and this gain has since been continued. It is 
true that exports will always constitute a minor part 
of total industrial output, but they create the immediate 
and concentrated demands which wield an influence 
much larger than their size alone would indicate. 

The chance for further gains in foreign trade is not 
confined to war orders, although even in that category 
there is an excellent chance that buying will broaden 
to include much more than the aircraft and machine 
tools principally in demand during the first few months 
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of the conflict. Sales to South America replacing the 
suppliers now engaged in war have been building up 
a source of strength for our domestic business situation 
which has the advantage of being controlled by factors 
outside our borders. The domestic business recession, 
in other words, is no deterrent to neutrals who have 
buying to do in American markets. If it were to persist, 
its effects might be felt in foreign countries, but in its 
present proportions and duration it has no dampening 
effect on foreign trade. 


The barometers of industry are assuming a mildly 
favorable attitude toward the near future. Last October 
the Iron Age composite price of steel scrap soared to 
$22.50 a ton, then started downward while business as 
a whole continued its gains. The current price of $16.71 
is at the low for the year, but it has held for almost a 
month without further weakening and it is less than 
$1.00 under the high for 1940 registered at the very 
beginning of the year. A year ago at this time the price 
was $15.08. Reflecting the sentiment of the steel in- 
dustry toward future operations and need for scrap, 
the price has had a reassuring effect if only by its refusal 
to sink lower in company with steel operations. 

Machine tools have almost completely lost their for- 
mer significance and usefulness as indicating the plans 
of business for coming months. Production of tools is 
at very high levels, but the demand from abroad and 
particularly from the belligerents is a distorting 
factor. Copper sales as well as certain other 
metals have the same disadvantage, although to 
a much smaller degree. Whatever implications 
can be drawn from the behavior of the non-fer- 
rous metal markets are anything but bearish. 
Commercial loans have risen lately, but here too, 
the value as a positive indicator of business 
trends has been reduced almost to the vanishing 
point. None of the more commonly accepted 
barometers, however, points to conditions any 
worse than those prevailing at present. 

The fact that the stock market has resisted, 
since early January, the downward trend in 
business, is a point to be accorded rather promi- 
nent place in any calculations of the coming 
business situation. Aside from the special bene- 
ficiaries of the orders coming in from Europe and 
South America, it has been evident that buyers 
of standard industrial leaders in the market have 
been unimpressed with the possibilities of an- 
other depression ahead. Lack of markdown in 
the prices of prominent stocks has had all along 
the implication that the current trend of indus- 
try is quite definitely a temporary one. 

The speed with which such an indicator can 
change, however, is one of its important disad- 
vantages. If a knockdown in the stock market 
comes, it will perhaps be accompanied by some 
explanation that the cause is this or that war 
development—something outside the business 
picture. While this may be entirely true, it will 
nevertheless be wise to modify hopes for the 
future when and if the market should tumble. 
Stock prices not only reflect business conditions, 
frequently well in (Please turn to page 772) 
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A New 
ndustrial Empire 
in the Making 


Magic Vistas for Oil 


BY NORMAN T. CARRUTHERS 


This is the first of a series of articles on fortune- 
bulding new developments that are being brought 
to practical application by the vision and initiative 
of American industry.—Epiror. 


Mass centuries ago when the world was young, 
lecromancers, such as the storied wizard Merlin 
of King Arthur’s Court and the more real al- 
chemist Roger Bacon, instituted the first known 
chemical research program. Their experiments 
were weird and to us absurd, and they were 
directed toward the discovery of the fabled 
‘Philosopher’s Stone” which was reputed to have 
the power to transmute such base metals as lead into 
the even then much sought and still highly desired gold. 
It is amusing to see that these pioneers in the art that 
smacked of witchcraft were seeking an agent of transmu- 
tation—now known as a catalyst—at that early date. 
Needless to say, they were never successful in their 
arch, but they did lay the basis for modern day 
chemistry which has succeeded in converting many base 
products into gold through the indirect method of mak- 
ing them saleable for money. 

Modern day research still smacks of witchcraft to 
the uninitiated, but such witchcraft is now rewarded 
with honors and money as compared with the more 
drastic penalties of medieval days. Where in the past, 
wne man worked in secret places in fear of his life, 
modern industry employs upward of 60,000 persons for 
research alone and in some cases expends as much as 
three cents of every dollar received from sale of finished 
products to find further applications and uses for its 
particular material. 

This expense is not unwarranted, since it is pro- 
ductive of ever-increasing revenues through reducing 
tosts of raw materials and processing; makes available 
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Propane plant at the Bayway Refinery, Standard Oil Co. of N. J. 


new sources of supplies of raw materials not only in 
abundance but close at hand. And by lower costs makes 
the products available to an ever-increasing buying 
group. New materials, unheard of as little as twenty 
years ago, are the product of research and are now an 
every-day necessity in our present way of living. 

The modern automobile alone offers proof of the above 
statement, although most of the present-day features 
are accepted as a matter of course, despite the fact that 
they were unknown but a few years ago. Take for instance 
the gasoline that makes the engine run. Yesterday’s car 
would hardly run on today’s product, since it has been 
streamlined to offer far more power, greater economy and 
far less carbon. Automobile engines have, as a conse- 
quence, been sharply reduced in weight while just as 
sharply increased in power, thus increasing the carrying 
ability, the comfort and the speed at a lower cost for 
fuel and maintenance. Lubricating oils have been im- 
proved to a point where they no longer break down 
under high temperatures and speed and thus reduce 
the costs of replacement and repairs. Tires that 
formerly wore out in not more than 3,000 miles of travel 
now last as much as ten times that amount and cost 
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the motorist less than half of the former price. Safety 
glass now reduces the chances for painful injuries and 
disfigurement in the much-too-frequent accidents and 
the present-day paint job—if given reasonable care— 
will outlive the usefulness of the car itself. Citing the 
many additional improvements in motor cars through 
the benefits of research could be carried on almost 
indefinitely. 

What applies to the automobile also applies to the air- 
plane. Adequate supplies of high test aviation gasoline 
of ultra-anti-knock quality have made possible the 
admitted superiority of American aviation engines 
through reducing the previous horse-power per pound 
of engine weight ratio by better than 30 per cent and 
have almost doubled the power available without seri- 
ously reducing the plane’s pay-load. 


Petroleum Industry a Leader in Research 


Of course, the greatest research activities are carried 
on in the chemical industry itself, from whence stems 
many of the other basic improvements, but the petroleum 
industry is a close second in the amount of money and 
time expended and bids fair soon to take the lead. 
Such a step is but logical in view of the extent of the 
petroleum industry’s raw material reserves and the 
complexity of crude oils, natural gases and oil well brines. 

Obviously, since gasoline is the major money crop 
of the petroleum industry, all steps have been bent 
toward increasing the quantity and quality of the motor 
fuel recoverable from the many varieties of crudes 
obtained within the borders of the United States. This 
search has been successful inasmuch as the quantity of 
gasoline now obtainable from a given volume of crude 
oil is almost double that obtainable only a few years 
ago and is of such good quality that it promises eventu- 
ally to revolutionize the automobile and aviation indus- 


Courtesy Socony Vacuum Oil Co. 


Operating the "pilot plant" in the Socony Vacuum Refinery, Paulsboro, N. J. 


trics. Other equally commonplace products such as 
fuel oil, lighting oils, lubricating oils, waxes and greases 
have also benefitted by the research, but there are open. 
ing up many wider fields of application that promise at 
some future date perhaps to equal in value the mor 
prosaic products of today. 

Crude petroleum now not only furnishes heating and 
power fuels, but it also provides a vast number of 
previously wasted products from which as many mor 
diverse materials can be made. These former waste 
products are rich in various carbon and hydrogen com. 
binations which are susceptible to change through cata. 
lytic action into other carbon and hydrogen combina. 
tions having a totally different character and use than 
the original group from which they came. The newer 
groups are also subject to further change which makes 
them into other materials again. This process is appar 
ently inexhaustible and has been carried to a point 
where brand new chemicals, tailored for a particular 
purpose and use, can be made. 

In other words, through the processes known as hydro- 
genation, polymerization and alkylation, it is possible to 
create many new and useful materials at low cost and 
in abundant supply, as well as produce any needed 
amount of older materials at lower cost. The terms 
hydrogenation, etc., are large sounding, but they actu- 
ally represent several of the ways in which petroleum 
products are treated in the presence of certain other 
materials called catalysts through the medium of varying 
pressures and heat to force a change in the actual 
chemical structure of the original material to a point 
where it becomes something else again. 

One of the products of such treatment is methane, 
usually found in abundance in the natural gas that 
almost always accompanies crude oil production. 
Methane is the well-remembered Marsh Gas of our high- 
school chemical days. One of the most important 

derivatives of methane is methyl 

ae. alcohol, better known as wood- 

iM alcohol. This is a strong solvent 

for lacs and_ similar gums. 

Methane also combines with 

other elements to form ant 

freeze compounds, refrigerants, 

disinfectants, perfumes, denti- 
frices and dyes. 

Ethane, the base of ethyl 
alcohol or the same thing that 
is derived from the distillation 
of fermented grains and fruit 
juices, is also obtained. Grain 
alcohol is by no means scarce at 
the present time, but it does not 
readily yield its ethane content 
and, therefore, ethane obtained 
from petroleum gases is better 
adapted to the making of the 
numerous ethyl compounds now 
so important in the manufacture 
of rayons, plastics, paints and 
lacquers. Incidentally, it was 
the discovery of spraying lac- 
quers through the efforts of the 
research chemists that made it 
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possible to paint an automobile 
in four hours as compared with 
the required twelve days before 
the motor industry perfected the 
present-day system of mass pro- 
duction. It was this same 
production system that took the 
ownership of automobiles from 
the rich man alone and per- 
mitted more than one-fifth of all 
our numerous people to own an 
automobile. 

Ethane may also be combined 
with other ingredients to make 
artificial glycerine. Glycerine 
was until recently obtained only 
as a by-product of the soap and 
grease makers and as a conse- 
quence was high priced and in 
relatively limited supply. Aside 
from its use as an anti-freeze and 
cosmetic, it has numerous other 
uses, including the manufacture 
of nitro-glycerine used as an 
explosive, a medicine and in 
various industrial processes. The 
importance of an ample supply 
of glycerine can be gathered 
from the belief that it was the 
lack of this commodity that con- 
tributed strongly to the defeat of the German Arms 
in the last World War. Large quantities of ethane 
are now being used commercially in the production of 
glycerine by the chemical industry. 

Carbolic acid, well known to all as a germicide, is pre- 
pared from phenol which is obtainable from petroleum 
gases in considerable quantity. It is not as yet the 
commercial source of the material, but since phenol is 
finding increasing use in such plastics as Bakelite and 
the numerous synthetic resins now being utilized by 
industry as well as the arts, an assured additional supply 
may at some future date be of considerable importance. 
Phenol impregnated boards and fiber are being used 
increasingly for building, waterproofing and many other 
purposes. 


Rubber from Crude Oil 


Industry has many uses for alcohol. It enters into 
paints, textiles, detergents and countless other every- 
day manufacturing activities. It is also a fuel of excel- 
lent quality, a fact long recognized in Europe but because 
of our prolific supplies of gasoline, scorned at home. 
However, there have been attempts even within the 
recent past to legislate a certain amount of alcohol into 
every gallon of motor fuel and it is at least comforting 
to oil stock owners to realize that their companies have 
ample supplies of the proposed adulterant at hand rather 
than to be forced to purchase the required alcohol on 
the outside should such a proposal ever become a law. 

One of the higher alcohols, previously a monopoly of 
one producer, is butyl alcohol made now from butane, 
one of the more abundant compounds of petroleum gases. 
Butyl alcohol is a strong solvent, used extensively as a 
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This spectograph is used, among other things, to study minute impurities in processing 
materials at the Hercules Powder Experimental Station. 


paint remover and lacquer thinner, was formerly pre- 
pared from the germ of a grain of corn, fermented by a 
patented process by Commercial Solvents Co. It was 
upon this process that the fortune of Commercial 
Solvents was founded. Butane is the basis, among other 
things, from which butadiene or artificial rubber is pre- 
pared. This artificial rubber is now extensively used in 
Germany where the inability to obtain natural sup- 
plies of rubber overcomes the current objection of the 
somewhat higher cost than the natural product. Buta- 
diene is a good artificial rubber, having several properties 
superior to natural rubber. Although currently higher 
in price than natural rubber at the present time, increas- 
ing demand will reduce the cost and at that, it is now 
selling well below the artificially high prices extorted 
by the British and Dutch rubber monopolies only sev- 
eral years ago. At any event, it gives this country an 
unlimited supply of artificial rubber should the need 
ever arise and is one step further toward this country’s 
economic self-sufficiency. 

Medicine and dyes, as well as essences and flavors of 
all sorts, may soon be compounded from processed 
petroleum products at a price much below similar 
articles made in the more orthodox manner and with 
less impurities than those found in the original articles. 
Foods are not as yet made from petroleum, but with 
ample supplies of hydro-carbon combinations available, 
the making of artificial sugars, composed solely of hydro- 
gen and carbon, are only awaiting the failure of natural 
supplies or the time when vegetable sugars become sufli- 
ciently high priced to warrant the production of an 
artificial product. 

The intrusion of salt water is usually a calamity for 
oil well operators but research (Please turn to page 770) 
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Big Business and Business Not So Big Are Making Money, Lean- 


ing to the Conservative Side in Bookkeeping, Giving Stock- 
holders More of the Information to Which They Are Entitled. 


New Deal Profits Are Not So Bad 


BY PHILLIP DOBBS 


I. Is no secret that last year was a good one for busi- 
ness at large. Any doubt that may have lingered on that 
score has been pretty thoroughly dispelled by the crop 
of annual reports that has been coming to hand. For, 
despite the New Deal, Hitler, taxes and what have you, 
1939 earnings were not only far above 1938, but in not 
a few instances were also comfortably in excess of the 
boom year 1937. 

There is something of a moral to that. Business men 
have been complaining year in and year out of the 
obstacles that the present Administration has put in 
the way of profits. Their complaints in some part were 
justified and there is little doubt that the nation’s 
progress along the road to recovery would be greatly 
facilitated and hastened were some of these obstacles 
eliminated. For the investor, however, the 1939 record 
is significant in this important respect: that, obstacles 
or no, American business can still make profits and rather 
handsome profits given a good volume of business and a 
reasonably stable cost-price structure. 

That this is so is no testimonial to the powers of 
restraint of some of our more zealous political reformers. 
It signifies, rather, that the American entrepreneur is 
a hardy perennial, difficult to deter and full of ingenuity. 
The late E. J. Cornish of National Lead once put it 
this way: “They can’t pass laws any faster than we can 
adjust ourselves to them.” That is well worth remem- 
bering any time the sing-song no-profit chant seems 
about to get you down. 

More specifically with respect to last year’s results, 
the National City Bank’s compilation of earnings cover- 
ing 960 leading manufacturing companies places com- 
bined net profits, after taxes and less deficits, at $1,281 
millions or nearly double the $647 millions reported for 
1938. Return on net worth—8.4 per cent against 4.2 per 
cent the year before-—though below the level of 1936 and 
1937 and far below such years as 1928 and 1929, was 
higher than in any year from 1930 to 1935. And con- 
trary to the widespread notion that the cream of profits 
goes always to the biggest cats, the best earnings gains 
were by no means confined to the largest corporations. 
Smaller concerns by the score outshone such behemoths 
as U. S. Steel, G. E., American Can, G. M. and 
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others in the matter of percentage earnings gains, 

Of course, even a list of 960 companies falls far short 
of representing the rank and file of manufacturing indus- 
try. For a truly comprehensive picture, we must turn 
to the Treasury Department’s “Statistics of Income” 
which cover “all manufacturing corporations” in the 
United States—some 90,000 separate enterprises. 

Naturally, the average return of this latter group is 
somewhat below that of the largest few hundred, many 
of which are among the most progressive and best man- 
aged organizations in the country. But profits of 
industry at large have nonetheless been substantial dur- 
ing periods of anything better than moderate prosperity. 
Thus, in 1936 and 1937, an overall return of better than 
8 per cent was realized on net worth, somewhat less than 
the 1014 per cent shown by the very largest concerns, 
but well in the black. It may readily be concluded, 
moreover, that even the smallest carned better than 
5 per cent in these years, admittedly no killing but a good 
deal better than we are frequently led to believe. 


Improved Accounting Methods 


Getting back to the latest batch of annual reports, 
there is this also to be said about earnings in 1939; while 
they did not measure up for the most part to those of 
1929—that is, not as far as reported figures were con- 
cerned—they constituted a far more conservative and 
far more realistic statement of profits than the often 
inflated and sometimes downright fictional earnings of the 
late “twenties. Accounting practice has come a long way 
in the past decade. Over-optimistic depreciation and 
depletion policies, operating figures inflated by inter- 
company transactions and fancy bookkeeping in general 
are now comparative rarities with the result that reported 
profits mean a good deal more than in “the good old 
days.” 

Perhaps the most interesting aspect of the typical 
1939 report, however, is not to be found in the figures of 
the operating statement and balance sheet, but in the 
accompanying remarks of the management. There is 4 
trend, and a very laudable one, toward amplification of 
the facts behind the figures. As every accountant knows, 
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a balance sheet or profit and loss account can conceal as 
much as it reveals—hence the value of a fuller textual 
account of operations. 

Thus, United Aircraft answers a question that has 
necessarily been foremost in the mind of every thought- 
ful stockholder. In connection with the tremendous 
jump the company has seen in military orders from 
abroad, it is stated, “To meet the increased demand, 
much of which is believed to be caused by transitory 
conditions, very substantial additions have been made 
to the plant of the engine division, and, in lesser degree, 
to the plants of the propeller and airplane divisions as 
well. With full knowledge on the part of foreign pur- 
chasers, the cost of these additions is substantially cov- 
ered in the selling prices of the product to be manufac- 
tured for them; and it is anticipated that, through means 
of special amortization and accelerated rates of deprecia- 
tion, substantially all the plant additions will either be 
charged off the Corporation’s books at or before the 
completion of orders now on hand or will be covered by 
appropriate reserves.” 

Naturally enough, the most interesting asides that 
corporate managers by and large have for the owners of 
the business have to do with the war and problems 
arising from it. American Hawaiian Steamship, for 
example, reports a profitable business in chartering ships, 
as well as the sale of several vessels, a direct result of the 
world merchant marine shortage. Corn Products and 
many others go to considerable pains to point out that 
foreign assets in the belligerent countries, or profits de- 
rived therefrom, are of minor proportions in relation to 
total property or gross income. Others, including Thomp- 
son Products and American Colortype, report the sale 
of their foreign units. 

International Harvester for the first time breaks down 
sales and asset figures between this country and abroad. 
In 1939, it reveals, $79,249,000 of sales, out of a total of 
$267,027,000, came from foreign countries. Out of total 
assets of $402,433,637, some $61,831,000 were foreign, 
though only $16,769,000 of this total were in Europe. 
Net current assets abroad were revalued at exchange 
rates prevailing on October 31 (end of the company’s 
fiscal year), the charge-off being debited to reserves. 

The report of American Sugar Refining contains an 
especially clear and interesting account of the effect of 
the war on its foreign business. Due to restrictions placed 
on British refiners by their government, the company is 
now obtaining a part of the business formerly done 
by the British with Norway, Finland, Switzerland, and 
Greece. However, the world sugar situation is now far 
different from that at the outbreak of the last war. 
“Production,” it is pointed out, “has increased about 
two-thirds. Many shifts in the sources of supply have 
taken place and many countries which were heavy im- 
porters at that time are now largely self-sustaining. 
Prior to 1914, the United Kingdom was importing from 
Germany and other continental areas about 70 per cent 
of its sugar supply. . . . Due to the expansion in both 
cane and beet sugar production in recent years, the 
British Empire alone could now supply the United 
Kingdom’s and Canada’s wartime needs of about 2,250,- 
000 tons per annum.” 

American Woolen, whose stock was among the more 
buoyant war baby performers in the sharp market rise 
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The corporate giants are not the only enterprises making 
excellent profits, as shown by these results for a sample group 
of medium-sized companies: 


Earned per Share 
1939 1938 


Fruehauf Trailer 
McGraw Electric 
American Hardware 
Detroit Gasket 
Square D Co 
Detroit Steel 
Cleveland Graphite 
Atlas Tack 
pea ere : 
Eaton Manufacturing 
Ferro Enamel 
Vanadium Corp 
Weston Electrical 
Clark Equipment 
Simonds Saw & Steel 





that came after the outbreak of hostilities last fall, also 
plays down the effect of the war on its business. It 
states that “Although the first effect of the war was to 
raise wool prices sharply, none of the warring European 
countries has as yet entered actively into the American 
woolen goods market, nor has the defense program of 
the United States as yet resulted in any large volume 
of Government contracts. It is reasonable to expect 
that a continuance of the war will sooner or later lead 
to more substantial purchases of textile products in this 
country by the belligerent nations, but it must be remem- 
bered that these countries are better equipped to take 
care of their own requirements than was the case during 
the World War of 1914.” 

Not a few concerns, on the other hand, comment 
frankly on the stimulus that war and preparations for 
war have been to their businesses. Iron Fireman reports 
an increase in overseas sales—‘‘In Great Britain, espe- 
cially, the intensification of industrial production and the 
program to further the use of domestic fuel, increased 
Iron Fireman sales. The number of British orders now 
on hand points to an additional increase in 1940... .” 
Also, Crucible Steel states that “Several substantial 
contracts were awarded during the year to the Ordnance 
Division of your company by the United States Govern- 
ment and these contracts are now being executed. There 
are definite prospects that additional orders of this kind 
will be received from the United States Government and 
several foreign governments.” 

The latter company also reports that it has stocked 
up on certain raw materials “such as ferro-manganese, 
tungsten and other alloys for which chief dependence 
is on foreign sources of supply... .” American Telephone 
also sought to protect itself with respect to raw material 
requirements and its report likewise includes an inter- 
esting account of how it has maintained trans-Atlantic 
service despite foreign censorship. United Fruit explains 
its insurance system covering its 28-vessel British fleet, 
while American Metal notes that its domestic smelting 
and refining plants are getting considerable business 
which, but for the war, would have gone to European 
concerns. , 

Of course, not all comments of interest appearing in 
the general run of corporate reports are confined to the 
war and its consequences. Transcontinental & Western 
Air, for example, reports that (Please turn to page 767) 
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The Faets on Foreign Liquidation 


BY FREDERICK K. DODGE 


Wass Mr. T. J. Carlyle Gifford, in charge of liquidating 
the stocks conscripted by the British Treasury, gives 
his selling orders he does so from his office at 15 Broad 
St. Buying orders are coming from the same source, 
however, since that is also the address of the Allied 
Purchasing Commission set up to handle all English 
and French requirements in the United States. It isn’t 
too hard to visualize the orders crossing each other—a 
purchase of planes from Douglas or North American 
Aviation (both on the list of 60 conscripted issues) and 
a sale of the stocks to raise money to pay 
for the planes. 

In that case, we should be exchanging a 
product for a capital asset capable of far 
greater future production, and it would 
be an excellent arrangement for us over 
the long term. The planes are extremely 
useful to the Allies now, but they won’t 
pay any dividends next year. As for the 
more immediate consequences of such a 
swap, though, there is some doubt. 

The market has done a considerable 
amount of worrying over the threat of 
foreign selling—meaning, for the present, 
European selling. There are probably more 
anxious moments to come, when it appears that Britain 
and France or even the Swiss and the Dutch need 
money badly. Throwing their American stocks on this 
market while it is thin and unable to stand heavy liqui- 
dation might conceivably bring about a catastrophe. 
Memories of what the threat did to the stock market in 
the last war are enough to keep the danger fresh in all 
minds. The Federal Reserve Board estimated British 
holdings of American securities at the start of the war 
at about $735,000,000 and French holdings at about 
$185,000,000. Close to a billion dollars in potential 
liquidation was thus facing us six months ago. 

Practically all of it is still in the potential classifica- 
tion, but enough has been learned about the past methods 
and the probable future ones to assure the market that 
its worries are in large part unnecessary. The chart on 
the opposite page shows the weekly transactions in 
American securities by citizens of Great Britain, France, 
Switzerland and the Netherlands, and Canada. Other 
nations are lumped because their holdings and their 
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trading activity are comparatively small, even in total. 

It is immediately apparent that the English have been 
selling on balance since the second week in September. 
Through the first three months of the war they had sold 
us back about $95 millions of our own securities, while 
the French were changing their position very little. Dur- 
ing the same period, though, the rest of the world was 
actually buying on balance, so that the net reduction in 
foreign holdings came to only $48.5 millions altogether. 
The Swiss have been particularly good customers for our 

stocks, no doubt influenced to some extent 
by the desire to get capital into this coun- 
try for safety and at work earning some 
sort of return. 

The chart shows unmistakably that trad- 
ing from abroad varies directly with the 
activity in the market. It also shows that 
the size of purchase or sale balances is to 
some extent controlled by the same factor. 
In other words, those who wish to sell 
American securities in volume can hardly 
do so in a dull market without knocking 
it down, building up activity on the down- 
side, and damaging their own pocketbooks. 
The New York Federal Reserve Bank has 

made a study of foreign transactions which shows that 
in no month during the past three years were the bal- 
ances of purchases or sales of this kind as great as 4 
per cent of the Stock Exchange transactions. At various 
times the urge to buy or sell persisted over a good many 
months and thus accounted for a sizable quantity of 
stock, but never have the foreign trades been concen- 
trated on one side of the market at one time. 

This is all very well for past record, but it should be 
asked, what assurance is there that the precedent will be 
followed? If England gets into a spot where she must 
have cash to meet war needs, can it be taken for granted 
that she will raise it in some other way than hasty 
dumping? 

The first consideration is obviously that any seller of 
stocks who wishes to get the most out of his market 
refrains from selling when trading is dormant or the tone 
weak. He waits for the bursts of activity and strength 
which will absorb liquidation not only at better prices 
but with far less damage to the longer trend. England 
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tas already shown that to be her policy. Allowing for 
the first confusion of the war, the selling began fairly 
won, persisted through the middle of November (when 
the market started to make definite its refusal to take 
the jump over the September highs) and then slacked 
util the end of the month. Actual figures for December 
ind the following months are not available, but it is 
tliably reported that the size of the selling balances has 
ven limited ever since the end of the third war month. 
Another reason for saving liquidation in bulk for the 
lays when prices are advancing is connected with the 
wld question. England has only a limited quantity of 
tocks and bonds to sell back to us and they are assets 
thich if retained would bring in revenue in the future 
the shape of dividends and interest. Her gold, on the 
ither hand, is constantly augmented by new production, 
ud the gold, while it may be useful in time of war, earns 
wo money if held in vaults. Between the two, she would 
jtobably prefer to sell us gold and keep our securities. 

There is good reason to suspect that the United States 
fovernment has already given the English to under- 
and that any such policy would be unappreciated over 
ire. We are growing a bit worried, anyway, over the 
quantities of gold we are buying at our $35 an ounce 
tie, and we see no reason to allow the metal to be our 
ily gain in exchange for the goods we are shipping to 
the billigerent zones. A good guess would be that Great 
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Britain has been asked to diversify the assets she uses 
for her purchases in the United States, and that the sug- 
gestion has been made that an obvious time to ship gold 
is when the stock market is dull or weak, while the time 
to sell stocks is when prices and activity are on the rise. 

While that is only a guess, it has the merit of allowing 
all parties to the deal a better break. It also fits in well 
with the visible methods of past months—so well that it 
may be that the suggestion of such procedure has not 
even been necessary because it would have been followed 
in any event. 

The actual arrangements to control the selling have 
been quite simple. It has been necessary for any English- 
man to secure permission from his government in order 
to sell his American securities, and no new buying has 
been allowed, although considerable switching has con- 
tinued to take place. Then in the middle of February 
the announcement was made that the British treasury 
would take over at current market prices all holdings 
of 60 selected issues. (The list of stocks will be found 
on page 629 of our February 24 issue.) Sales of these 
stocks will naturally be at the discretion of the govern- 
ment, and much speculation has since gone on as to why 
these particular issues and not others were chosen. 

Since the position of the stocks not on the list con- 
scripted is that they may be sold, but need not be except 
at the owners’ option, it (Please turn to page 772) 
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For the Coppers— 


Some Cake from Europe’s Queer War: 


Bread and Meat from U. S. Revival 


BY GEORGE W. MATHIS 


I. the first few hectic stock market sessions that fol- 
lowed the outbreak of war last September there were 
few more spectacular performers than the copper shares. 
Since then, however, their action has been anything but 
awe inspiring. Yet, all things considered, the industry’s 
outlook is encouraging. Though the price of copper is 
now a full cent below the year-end level of 12% cents 
a pound, it remains about on a par with last year’s 
average—an average that was high enough to result in 
rather substantial profits for the better situated com- 
panies. Assuming continuation of the war and resultant 
firm prices, this year’s earnings in the industry should 
substantially exceed those of 1939. 

Nor is there anything to complain of in connection 
with volume prospects. The domestic situation, dis- 
cussed later, remains promising. War buying is going 
forward at a moderate pace though its ultimate extent 
remains a question mark. The question here boils down 
to the matter of world supply and demand. 

The total world supply of copper, in terms of annual 
production capacity, is about 3,000,000 short tons of 
which the United States accounts for about 1,000,000. 
South American capacity, mainly Chilean, is in the 


neighborhood of 570,000 tons, a very substantial part 
of this being controlled by United States interests; al] 
and all, U. S. companies probably control about three. 
eighths of productive capacity outside this country. As 
shown in the table on page 736 principal sources of 
supply apart from those already mentioned are Canada 
and Africa. European deposits are meagre while those 
of Russia and Asia are generally insufficient to meet the 
domestic needs of the producing countries. 

As regards availability of supplies, the Allies hold a 
tremendous advantage over Germany. Britain’s empire 
sources alone have an annual capacity of better than 
650,000 tons. Through control of the seas, moreover, 
she has access to about five-sixths of the total world 
supply. In addition to her own mines in Rhodesia, South 
Africa, Canada, Australia, India, Cyprus and elsewhere, 
she commands the trade routes to such important pro- 
ducing areas as this country as well as Central and South 
America, the Belgian Congo and the Iberian Peninsula. 
If necessary, moreover, and given about 18 months’ time, 
Chilean and Rhodesian capacities could be considerably 
increased. 

All of which leaves pretty slim pickings for Mr. Hitler. 

Total Scandinavian capacity is about 





Copper Statistics Resumed After Early War Lapse 


(Domestic, Refined; Short Tons) 


Visible 
Stocks* 
301,244 
309,119 
320,812 
332,513 
337,155 
335,012 
316,543 


Deliveries 
Domestic 
51,059 
48,267 
50,803 
42,484 
51,225 
53,573 
59,681 


1939-40 Output 


66,316 


xport 
3,768 
3,310 
4,222 


16,127 
August 

September 
October 

November 
December 
January 91,428 
February 82,761 63,215 


_ *—Excludes consumers’ inventories. 
Price since beginning of war. 


91,463** 15,917** 


159,485 
13,117 135,441 
9,594 145,393 


*t—August-December average. 


50,000 tons and, at the very maxi 
mum, it is doubtful if more than some 
35,000 is available to Germany. An 
approximately like amount is obtain- 
able from Jugoslavia so that, count- 
ing Germany’s own capacity of about 
40,000 tons and minor amounts ob- 
tainable elsewhere in Europe, she can 
count on only some 150,000 tons of 
virgin copper annually as a reasol- 
ably sure thing. Some time back, 
Russia was importing substantial ton- 
nages, mainly from this country, for 
trans-shipment to Germany, but more 
recently the Soviet has required all 
the copper she could get for het 
Finnish campaign—one reason among 
others, incidentally, why the Reich is 
glad to see the latter terminated. 


Average Price per 
Pound (cents) 

Domestic Export 
11.25 10.29 
11.25 10.10 
11.25 10.24 
10.47 10.15 
10.06 10.07 
10.00 10.07 
10.22 10.28 
10.56 


t—No significant CIF 
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Needless to say, the over- 
ll capacity figures mentioned 
thus far by no means tell the 
vhole story. Account must 
be taken of the ordinary in- 
dustrial needs of non-bellig- 
aents, especially the United 
States, and to some extent 
af the belligerents themselves. 
Here we run into difficulty 
and must do a little esti- 
mating. 

In the ten years preceding 
1939, world production aver- 
aged in the neighborhood of 
1,700,000 tons annually, with 
consumption running at about 
thesame level. Latterly, how- 
eer—that is, in 1937 and 
1988—from 2,100,000 to 2.,- 
500,000 tons were being con- 
sumed. These totals did not 
represent actual peace needs, 
however, for the Sino-Japan- 
ee War was taking substan- 
tial amounts of copper and 
both the Spanish Civil War 
ad the Ethiopian Campaign were factors. Of even 
greater importance, especially from late 1938 on, was 
vorldwide rearmament at an increasingly feverish pace. 
By and large, it would appear that present non-military 
neds amount to something like 1,800,000 tons, leaving 
about 1,200,000 of current world capacity for war needs. 


James Sawders from Cushing 


War Buying Prospects 


That, in brief, is the supply situation; the question of 
potential military demand is more nebulous. Toward 
the close of the last war, when artillery fire was most 
intense, copper was being consumed for military pur- 
poses at an annual rate of better than 750,000 tons. 
In the present instance, buying by belligerents and near 
belligerents has passed this rate but actual expenditure 
of materials on the battle field has been negligible. 

It is widely assumed that intensification of the war 
wil automatically lift consumption and demand for 
strategic war materials. The fact is, however, that care- 
ul distinction must be drawn between specific materials 
ind that the word “intensification” itself must be de- 
ined. For example, intensification at sea and in the air, 
vhile it would involve considerably increased consump- 
tion of oil and refined products, would not necessarily 
bring about any tremendous expansion in the use of 
copper. For this to occur, it seems likely that the tempo 
ot scope of land operations will have to be increased. 
Of course, substantial supplies of copper have already 
been laid up, but the sensible course in the event of more 
active land war would seem to be to conserve these as 
lr as possible and to match actual use with additional 
purchases, reserving present stocks against the time 
vhen outside sources might conceivably be cut off. 

But there is the possibility, becoming a probability in 
the minds of more observers every day, that the threat- 
ted offensive in the West may fail to materialize or 
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Cerro de Pasco's Copper Camp at Morococha, Peru, is the highest mine in the world. 


may be long delayed. In that event, how long can the 
Allies and others be expected to go on accumulating 
copper? 

As far as United States interests are concerned, Brit- 
ain’s position in this matter is of no more than indirect 
significance since she has thus far confined her buying 
to empire sources and, as long as these prove adequate, 
will undoubtedly continue to do so. Allied buying has 
come only from the French and, though cancellation of 
war orders in the event of unexpected peace must always 
be a hazard, indications are that France will continue to 
take copper at her present rate—25,000 tons a month 
against about 42,000 in the case of Britain—at least 
until late summer when deliveries against latest orders 
will have. been completed. Purchases at this rate are 
probably of minimum proportions for France, as a land 
power, would probably have to increase her copper use 
rapidly in the event of a major German army thrust. 

First French purchase of any size for war purposes 
was a 50,000-ton order placed last summer before the 
outbreak of the war. Price paid was approximately 
10.4 cents a pound. Only about 58 per cent of the 
copper involved actually came from this country and, 
with respect to the additional 250,000 tons that have 
been ordered since, the tendency has been to lean even 
more heavily on non-domestic sources, chiefly South 
America. Latest order, announced early in March, was 
for 75,000 tons at 111% cents, no part of which will come 
from mines in this country though much of the ore will 
be treated here. 

Companies sharing in the business are Anaconda and 
Kennecott (through their Chilean subsidiaries), Cerro 
de Pasco (through its agent, American Metal), and the 
Belgian-owned Katanga interests operating in the Congo. 
Conspicuous by their absence were Howe Sound, Phelps 
Dodge (purely a domestic concern), American Smelting 
and many a smaller outfit. International Nickel also 
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Nesmith 


American Smelting & Refining's plant at Garfield, Utah. 


has a finger in the pie, but to a very minor extent since 
virtually all of this company’s output, like that of other 
British concerns, has been signed up by the British 
government. 

France, of course, is by no means the only European 
buyer here. Turkey, Bulgaria and not a few others have 
recently been reported as sources of inquiries and orders. 
Russia has been more active than ever in her attempts 
to procure American domestic or controlled copper but 
with very little success of late. 

Entirely apart from the fact that the copper now 
being bought is not going into actual consumption (even 
though much of it is rapidly being fabricated into shells, 
etc.), there is little likelihood that copper prices will 
again approach anything like the 30-cent level reached in 
the last war. Largest single year’s output at that time 
was only about 60 per cent of current production and 
world capacity was proportionately smaller then than 
now. There has been a notable shift, too, in the balance 
of supplies. For some eighty years up until about a 
decade ago, the United States dominated the world 
copper scene and from 1916 to 1918 we were turning out 


roughly 62 per cent of total pro. 
duction. Currently, however, 
domestic mines account for only 
30 per cent of the total, almost 
all of the difference having been 
taken up by the development of 
Canadian, South American and 
African properties. 

The upshot seems likely to be 
that unless the war becomes 
more active and _ widespread 
than even the most pessimistic 
view would appear to justify, 
total supply-demand relation. 
ships will not be such as to send 
copper into more than a mod- 
erate climb. Also, purely domes. 
tic prospects indicate that the 
companies mentioned earlier as 
chief participants in French and 
other foreign business are not 
going to profit to the exclusion 
of Phelps Dodge, Smelting and 
others. 

For, given any kind of a gen- 
eral business and industrial re- 
covery here this year, home 
copper consumption should easily top the 67,870-ton 
monthly average of 1939. And on top of that there will 
be normal exports plus any extraordinary demands that 
rapidly arming neutrals may find expedient to fill from 
our own mines. With respect to the domestic situation, 
however, the electrical equipment industry, far and away 
the largest industrial consumer of copper, bids fair to 
increase its takings this year, while the utilities and the 
automobile industry, both important customers, should 
also be in the market in an important way. 

The statistical position of the industry itself has seldom 
been better, though there are certain qualifying factors 
to be noted here. At the end of January, visible refined 
stocks—that is, supplies at refineries, on consignment 
and in exchange warehouses, but not including consum- 
ers’ inventories—amounted to 135,441 tons, lowest since 
August, 1937, and less than two months’ supply. On the 
face of it, the figures seem to belie the need for the down- 
ward adjustment in prices from the year-end high of 
1214 cents a pound (subsequent low 11; current price 
1114), for the supply situation, as far as visible stocks 
are concerned, had been getting (Please turn to page 770) 





Distribution of World Copper Capacity 


(Short tens per ennum) 


United States 
Mexico... 
Newfoundland. 


Total North America 


Norway....... 
Sweden....... 
Finland 


1,000,000 
15,000 
60,000 

330,000 
5,600 


1,410,000 


Total Scandinavia 


Spain and Portugal 


es 5,000 Yugoslavia. ... 
= Other Europe 


Total South America 


Total Europe 


Total Asia 
Belgian Congo 
Rhodesia......... 
Other Africa 


Total Africa 





THE MAGAZINE OF WALL STREET 





Tn ( 


but the 
the Cox 
tution 
They h 
first int 
fountai 
The 
able an 
the con 
of $17, 
Growth 
year af 
sales pe 
goon cl 
has ha 
cern en 
of soft 
last ha 
to imit 
Coca-C 
But 
they ge 
hind e 
a soda 
get no 
Coca-C 
about ' 
only o 
Pepsi-( 
Peps 
betwee 
concer! 
resente 
in such 
Loft, v 
Cola C 
itin P 
over a 
its last 
mere $ 
and a ¢ 
now re 


MARC 


al pro- 
ywever, 
or only 
almost 
Z been 
nent of 
an and 


y to be 
ecomes 
spread 
imistic 
justify, 
lation- 
0 send 
. mod- 
domes- 
at the 
lier as 
ch and 
re not 
clusion 
1g and 


a gen- 
‘ial re- 

home 
70-ton 
re will 
ls that 
1 from 
lation, 
| away 
fair to 
nd the 
should 


;eldom 
‘actors 
refined 
nment 
nsum- 
L since 
Jn the 
down- 
igh of 
, price 
stocks 
e 770) 


Millions in Nickels 


Loft's Pepsi-Cola Is a Dynamic Specu- 


lation, Coca-Cola a Solid Investment 


BY WARREN E. KRAEMER 


in Chinese demand tea and the French demand wine, 
but the American says, “Make mine a coke.” In short 
the Coca-Cola Co.’s product is as much a national insti- 
tution as the soda fountain over which it is served. 
They have grown up together, for when Coca-Cola was 
frst introduced in 1886 there were perhaps a dozen soda 
fountains in the entire country. 

The intervening years have been increasingly profit- 
able and only last year, celebrating its 54th anniversary, 
the company set a new all time high record for earnings 
of $17,320,375 or $6.82 per share on the common stock. 
Growth has been slow but steady and has continued 
year after year in spite of predictions that the maximum 
sales point had been reached or that competition would 
soon cut into profits. As a matter of fact Coca-Cola 
has had to face competition just as any other con- 
cern enjoying a profitable business. Literally hundreds 
of soft drinks have been put on the market over the 
last half century by companies that were out either 
to imitate the product or to capture the sales of the 
Coca-Cola Co. 

But the joker in their attempt was that by the time 
they got started, Coca-Cola was firmly entrenched be- 
hind every soda fountain in the nation and there was 
a soda fountain in every town. The newcomers could 
get no real foothold and while they come and go, 
Coca-Cola continues to grow. Currently there are 
about 70 companies trying to invade this field, but the 
only one using the Cola name with any success is 
Pepsi-Cola. 

Pepsi really got its start in 1931 as a result of a battle 
between Loft, Inc., and the Coca-Cola Co. The latter 
concern refuses steadfastly to sell to chains. And Loft 
resented having to pay jobbers when it bought syrup 
in such large quantities. Charles Guth, then president of 
Loft, was determined to find a way to beat the Coca- 
Cola Co. and looked around for a solution. He found 
itin Pepsi-Cola. Pepsi had been trying for years to put 
over a cola drink without success and was practically on 
its last legs when Mr. Guth arrived on the scene. Fora 
mere $12,000 the majority of Pepsi’s assets were acquired 
and a chemist was put to work on making the drink that 
now resembles Coca-Cola closely. Then it was placed 
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on all the soda fountain counters of the Loft chain as a 
superior drink. Pushed in this way sales forged ahead 
by leaps and bounds and soon the outside bottle mar- 
ket for the drink was more important than the whole 
of Loft. 

The internal friction that developed in the Loft enter- 
prise in no way influenced the aggressive development 
of Pepsi-Cola sales and the company has made rapid 
strides in recent years. The drink is, however, sold only 
in bottles throughout the country with the exception 
that Loft still sells it over the counters of its some 175 
stores. The bottle of Pepsi-Cola is twice as large as the 
conventional Coca-Cola bottle and a major portion of 
the newcomer’s advertising is centered around this fact. 
It is, therefore, not surprising to find that the greatest 
sales gains have been registered in the price-conscious 
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areas of the larger cities where the slogan “Twice as 
much for a Nickel” meets with great success. 

In the few short years since its rebirth the Pepsi Co. 
has consistently bettered its previous year’s record by 
a large percentage. Net earnings last year were $4,870,- 
879 or approximately 50 per cent greater than 1938 and 
amounted to $18.70 per share on the common stock. 
And since the expansion program is being pushed ahead 
at full speed, a continuation of these gains may be 
expected although some slowing down will be natural 
as the company comes inevitably closer to grips with 
the Coca-Cola Co. The legal aspects of the fight between 
the two are complicated and Coca-Cola’s experience at 
defending its position for more than fifty years plus 
the valuable precedent that it has built over that period 
tend to tip the balance in its favor at the present time. 
The use of the word coke has already been reserved to 
the Coca-Cola Co., but the actual name of the original 
company is made up of the names of two commodities 
and as such is open to the question of common usage. 

The coca shrub grows in Peru and is common there 
although its leaves after chemical treatment are made 
to yield certain of the ingredients of the secret Coca- 
Cola formula. And the cola nut is well known as a prod- 
uct of nearby Jamaica and the farther removed West 
Africa. While these two are by no means all the ingred- 
ients of the drink, they, together with caramel coloring 
and sugar, are certainly the most important. The great- 
est expense item in the production of the Coca-Cola 
syrup, of course, is sugar, and in a normal year the 
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company uses over 200,000,000 pounds. In addi- 
tion an ample reserve of the commodrty is carried 
at all times since it would never do to be caught 
in a price squeeze. This factor enables long range 
purchasing and allows the company to take 
advantage of favorable situations and wait out 
difficult periods. At the outset of the present 
war in Europe last September the reserves on 
hand were estimated to have been enough for 
many months and the Pepsi-Cola Co. is under. 
stood to have covered its position also with 
options for more than two years’ supply at the 
low levels prevailing before war was declared. 
A Coca-Cola or a Pepsi-Cola syrup plant in 
operation is hard to distinguish from one that 
is idle. After the concentrates have been mixed 
and prepared, the creation of the syrup is merely 
a matter of mixing with water and sugar. Coca- 
Cola makes its syrup in eight domestic factories 
and six in Cuba and Canada. This is the major 
activity of the older concern since all the bottling 
and selling is done through independent bottlers 
and jobbers, and marks one of the major points 
of difference between the two companies since 
the newcomer also does its own bottling and 
selling in most instances. 
Approximately 30 per cent of the Coca-Cola 
Co.’s sales are made to about 2,200 jobbers and 
find their way to more than 107,000 soda foun- 
tains. The other 70 per cent goes to 1,200 inde- 
pendent bottlers who in turn supply some 
900,000 bottle retailers. It is the independent 
bottler who forms the backbone of the Coca- 
Cola organization. These operators are given a 
franchise by the Coca-Cola Co. and must conform to 
certain rigid standards of uniformity and efficiency. But 
their plants, trucks, and other equipment that may cost 
anywhere from $25,000 to several millions belong to them. 

A bottling plant is a complicated system of integrated 
machinery. The center piece is the washing machine 
that may range in size from a small unit that takes care 
of 450 bottles per hour to the mechanical monsters that 
can handle some 8,500 bottles per hour. Since the bottles 
used by these companies are worth a large part of the 
retail price of the drink, an elaborate method of deposits 
and checks has been set up to insure their return from 
the customers and retail bottle outlets. From the wash- 
ing machine the clean bottles go to the filling unit where 
a predetermined amount of syrup is measured out. Then 
the bottle is filled with carbonated water, capped, spun 
over a few times to shake up the contents and test for 
leaks and passed on to the inspectors. If the bottles 
are found to be perfect they are crated, 24 bottles to a 
box, and stacked ready for the trucks to deliver on 
their routes. 

Pepsi-Cola has made rapid strides in enlarging its plant 
facilities which include its own sugar refinery, cap- 
making machinery, and label printing and case assembly 
shops. The largest unit of the company is located in 
Long Island City and on peak production days can bottle 
100,000 cases of Pepsi-Cola or some 2,400,000 botles in 
a single day. Bottling franchises have been awarded to 
companies operating in foreign countries. The sales 
of these 600 independents, however, do not bulk large in 
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terms of total sales. But an aggressive cam- 
paign is being carried on in spite of the disruption 
in Europe and elsewhere in the world and some 
gains are looked for. Coca-Cola also sells its 
product throughout the world, although its sales 
in this field amount to only 8 per cent or so of 
the total. 

The Coca-Cola Co. as it now stands was 
formed in 1919 to acquire the assets and good- 
will of the previous Coca-Cola Co., a Georgia 
corporation. It looked like a bad deal for the 
company promptly ran into the most serious 
difficulty it had ever experienced or has ever 
had to meet with since then. This was the rise 
in the price of sugar to over 20 cents per pound. 
Since the product is sold on a fixed price basis 
which cannot be changed and at that time was 
already widely known throughout the nation, a 
squeeze developed that gave the company a lot 
of trouble. That this situation will be repeated 
in the present war seems unlikely, but no chances 
are being taken. Sugar only costs a few cents 
per pound and adequate stores have been set up 
to insure that production of syrup will continue 
despite any temporary difficulties in the market. 
A further boon would be the use of corn sugars 
instead of cane sugars by the two companies 
since the supply would then be practically inex- 
haustible. But certain problems must be over- 
come before either concern can turn to this 
source of supply. 

In a period of rising prices for sugar the Coca- 


Cola Co. will be in a somewhat better position G,,j105y Coca-Cola Co. 


than the Pepsi-Cola Co. since it requires less 
sugar to make its drink. It is just possible that for a 
while the offer of a drink that is twice the usual size may 
cut into the newcomer’s profit margins. The very active 
research department of the Coca-Cola Co. has further- 
more determined by tests that the average person who 
buys a drink is completely satisfied with the 6-ounce 
bottle and in fact does not want more than that at a clip. 
And almost every competitor that has been started and 
then disappeared has offered a larger bottle than Coca- 
Cola puts out, and without success. It seems, there- 
fore, that Pepsi-Cola’s gains on this score alone must be 
somewhat limited. A further inescapable advantage 
that Coca-Cola has is centered in its control of the 
nation’s soda fountains. In spite of the fact that only 
30 per cent of sales are derived from this source, it is 
wonderful advertising for the company since an endless 
stream of people pass through the drug stores who may 
not drink at the fountain, but who are influenced to take 
home a bottle or carton of Coca-Cola from their grocer. 
The advantages of keeping this trade are very apparent 
to the Coca-Cola Co. and though it sells no syrup to 
them directly it maintains a staff of experts who make the 
tounds of the soda fountains regularly to instruct store 
owners in the most efficient methods of merchandising 
the drink and to cite impressive statistics such as the 
fact that every third order for a soda fountain drink is 
for a “coke.” Proper dispensing machines, constant 
attention and friendly relations insure this market to 
Coca-Cola despite such local competition as develops 
from time to time. Advertising of the Coca-Cola Co. 
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and of the Pepsi-Cola Co. has always been to emphasize 
the availability of a refreshing drink, and work for year 
around consumption. 

But the public appeal of the Coca-Cola product is 
easily seen by the gains in net earnings that are recorded 
year after year. These have been passed on to the stock- 
holders in large proportion since capital expenditures are 
not necessary in large amounts. Last year’s dividends 
totaled $5 per share as compared with $4.50 per share 
in 1988 and 1937. They marked an all time high in 
terms of the total dollars disbursed by the company but 
not on a per share basis since the stock has been split 
several times. The last split was in 1935 on a four for 
one basis and at the current price level of around 121 the 
shares are worth more than four times their adjusted 
1929 value. The earnings of the Pepsi-Cola concern 
enabled the distribution of a $15 dividend on the 261,486 
shares of $5 par value stock outstanding. This marks 
a sharp gain from the last previous dividend of $2 per 
share which was paid in 19386. 

The investor looking at both companies today might 
naturally be expected to ask whether or not such gains 
can be expected to continue in the years to come. The 
direct answer will, of course, be shaped by the develop- 
ments within the country and abroad, but it is interest- 
ing to consider previous history in an attempt to draw 
a logical conclusion. Many years ago it was common 
talk that the cream had been taken from the Coca-Cola 
market and that the company operating as it did on a 
system of franchise agreements (Please turn to page 771) 
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“Wes, you can get a 3% return” 


BY J. S. WILLIAMS 


“.. . and for these reasons the prerequisite of any 
investment which would adequately meet my needs is 
a regular income averaging about 5 per cent annually. 
While I realize that it would be possible to obtain 5 per 
cent—and better—with various second grade bonds and 
preferred stocks, I instinctively distrust anything second 
grade. Frankly, I would feel more secure, all things 
considered, if my funds were entrusted to and my income 
derived from a selection of good common stocks. To me 
also common stocks have the added appeal of promising 
some enhancement in value, while, as you have frequently 
pointed out, the best bonds and preferred stocks not 
only yield a low return but are currently selling near 
their all-time tops. Whether or not you agree with me 
as to the wisdom of acquiring common stocks for my 
purpose, I would appreciate very much any suggestions 
which you might care to make. I notice numerous com- 
mon stocks which seem to pay regular dividends and 
which yield anywhere from 24% to 7% per cent. I feel 
however, that the choice of such issues is too wide to 
leave solely to my own judgment.” 

With the conviction that the problem presented by 
this reader is not only timely but one to which many 
other investors are seeking the answer, we have taken 
the liberty of publishing his letter in part, as well as our 
suggestion to him. 

Although our reader hints that we might not care to 
give our unqualified endorsement to his preference for 
common stocks, as we see it this is not the main issue. 
It is simply that he requires a dependable income of 
about 5 per cent and by a considered choice of common 
stocks hopes at the same time to achieve a measure of 
capital appreciation. 

However, we agree with our correspondent that with 
high grade bonds and preferred stocks selling not far 
from their historical highs, they are both relatively un- 
attractive for income and would be extremely vulnerable 
to any developments making for higher interest rates. 
Thus, high grade bonds and preferred stocks do not meet 
our investor’s income requirements and seem more than 
likely ultimately to show him a capital loss rather than 
a gain. This department likewise shares our reader’s 
preference for good common stocks rather than second 
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grade bonds and preferred stocks. During the past ten 
years many examples have been afforded of the relative 


‘investment superiority of seasoned common stocks over 


marginal bonds and preferred stocks. Even with war 
now a dominant consideration in all investment under- 
takings, it is to be doubted that this favorable rela- 
tionship will be altered. 

To select a diversified list of good common stocks 
which would yield an average of 5 per cent annually isa 
comparatively simple matter. As our reader has dis- 
covered, the range of choice is extensive. Equally exten- 
sive, however, is the range of quality and the degree of 
investment risk involved. We infer from his letter, that 
although our reader has set 5 per cent as a minimum re- 
turn, it is also vitally important that income be con- 
tinuous and dependable. With these additional require 
ments in mind, the choice of suitable common stocks be- 
comes substantially smaller. 


Common Stocks for Income 


A good majority of the common stocks which at the 
present time are selling to yield 5, 6 and 7 per cent would 
not qualify as seasoned dividend payers. Checking back 
over their dividend records for the past ten years, it will 
be found that earnings have fluctuated widely and divi- 
dends to common stockholders have been paid accord- 
ingly. In some years losses were shown and no dividends 
were paid. Obviously all such issues must be eliminated 
from consideration for the purposes under discussion. 

As a matter of fact, among the common shares of 
companies identified with the cyclical industries, such as 
steel, railway equipment, machinery and building, for 
example, there are few issues which would qualify as 
suitable mediums for dependable income. Even in the 
case of the strongest companies identified with these in- 
dustries, earnings, and dividends perforce, depend upod 
such a rapidly shifting base that an investor for income 
would be well advised to forego this group of industries 
entirely. 

In a common stock, a long and unbroken dividend is 
hallmark of quality. Yet the past record of a particular 
common stock should be accepted for what it is— 
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history and a basis for further in- 
vestigation, rather than a reliable 
precedent of what to expect in the 
future. Conceivably a company 
may have paid dividends for twenty 
years or longer, but at the present 
time be beset by new conditions 
which may constitute a_ serious 
threat to its future earnings and 
dividends. In the final analysis, 
however, change is always a poten- 
tial threat to any investment, re- 
gardless of whether it is a good bond 
ora good common stock. It is here 
presumed, therefore, that our in- 
vestor is willing and able to exer- 
cise reasonable vigilance and will be 
able to detect any evidence of re- 
trogression before his program is 
seriously jeopardized. 

In any list of common stocks com- 
prised of companies having out- 
standing dividend records to their 
credit and which have displayed both 
defensive and progressive skill in 
the conduct of their business, it will 
be found that many of them will be 
identified with the consumption 


Safeway Stores 

General Telephone 
American Tobacco “B" 
Philip Morris.............. 
Commonwealth Edison 


May Department Stores 


Bristol-Myers 


General Motors 
General Electric 
Caterpillar Tractor 
Sun Oil 


BW Mo kcisscccacescees 


Sts 7.27 
El Paso Natural Gas........ ; 


Commercial Investment Trust......... 4.28 


Owens-Illinois Glass............ ; 2.02 


(a)—Plus 5% in stock in 1939. 


Selected Common Stocks for Income and Growth 


Income Stocks 


Recent Earned per Share 

Price 1938 1939 
28 1.38 
50 4.02 
24 1.64 
88 4.89 


1940 Price Range 
igh Low 
29% 25 
44g 
19% 
86% 
88%, 
30% 
36% 


1.93 
6.61 53 

2.00(e) 24% 
5.12 90%, 
7.50 95% 
2.43 32% 
3.73 1% 
3.50(e) 53% 50% 
4.00 55%, 51% 
3.49 53 51 

Average Yield 


2.37 
3.30 
3.10 


Growth Stocks 


4.18 are 87 80%, 
5.40 6.48 95 88 
4.01 2.35 111% 104 
2.46 3.00(e) 47 41 
2.50 2.75 48% 45% 
3.17 6455 5914 
2.17 4.04 5514 51 
96 1.43 41 37% 
1.41 2.88 561% 41% 
1.07 2.74 83% 5614 
Average Yield 
Average Yield 20 Issues 4.77% 


(e)—Estimated. 





goods industries. Companies en- 

gaged in the processing and manufacture of foods, to- 
bacco products, medicinal preparations and other prod- 
ucts which regularly move with large volume into direct 
consumption and which are favored by a large and com- 
paratively constant replacement demand have the im- 
portant advantage of a greater measure of stability in 
earnings. Other companies similarly favored include 
those associated with various divisions of retail trade 
such as variety chains, department stores and grocery 
chains. A number of oil companies are able to boast 
impressive dividend records, as are a number of com- 
panies identified with various specialty fields such as 
chewing gum, containers, glassware, soap and business 
equipment. 

Particularly noteworthy is the fact that the companies 
with the best dividend records are not always the largest 
in their particular field. In fact, some of the smaller 
wits, particularly during periods of restricted business 
activity, are likely to have an important advantage over 
their larger rivals. It is not unusual to find that the 
smaller company, because it is smaller and more com- 
pact, will show greater flexibility in adapting its opera- 
tions to changing conditions, being able to more promptly 
bring about an effective adjustment of overhead and 
other costs. 

Also in considering common stocks for income, it 
should be borne in mind that the company with a simple 
capital structure has an important advantage. The ex- 
istence of a large funded debt and preferred stock capital- 
ization more often than otherwise may have the effect 
of endangering common stock dividends when a business 
depression overtakes such a company. Among the com- 
panies with the most impressive dividend records, a con- 
siderable majority of them have neither bonds nor pre- 
ferred stock outstanding. As a general rule, capital lever- 
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age resulting from the existence of a large bond and pre- 
ferred stock capitalization, although a potent speculative 
factor, should be avoided in the selection of income- 
producing common stocks. 

Within this framework, our investor should be able 
to set up a program comprised of a group of sound 
common stocks yielding around 5 per cent and offering 
the assurance of dependable income. The next step is 
to provide for a reasonable measure of capital appre- 
ciation. 


Common Stocks for Growth 


As a matter of fact, it is not at all unlikely that in time 
a considered choice of common stocks, selected primarily 
with a view to the security and continuity of their divi- 
dends, will also increase in value. At the same time it is 
conceded that one ef the reasons most of the common 
stocks of the type under discussion are obtainable to 
yield an attractive return is the fact that the market 
recognizes that these issues are featured by stability of 
earnings rather than possibilities for any considerable 
expansion of profits and accordingly appraises the shares 
on a more conservative basis. 

On the other hand, the shares of those companies 
which are credited with having a strong growth factor 
are capitalized marketwise on a much higher ratio of 
price to earnings. As a result the dividend yield on the 
market price may be only 3 per cent or less. Monsanto 
Chemical shares, which last year earned $4.01 and paid 
dividends of $3, are currently quoted around 110-111, to 
yield about 2.7 per cent. In the case of “growth” shares, 
the market recognizes that growth is a tangible measure 
of progress and, other things being equal, the shares of 
a growing company promise (Please turn to page 768) 
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Sun Oil Company 


Making Strong Headway Against the Field 


BY JESSE J. HIPPLE 


‘oo past sixty-four years of the Sun Oil Company and 
its predecessors’ existence have been characterized by a 
continuously high degree of managerial skill and a pio- 
neering spirit that has made the enterprise, despite its 
comparatively small size, one of the leaders in the 
petroleum industry. 

The business was originally formed to exploit the pro- 
lific natural gas fields of western Pennsylvania, not many 
years after Col. Drake first drilled for oil in the earliest 
known American oil field. At that early date the inge- 
nuity that was later to set the company apart from many 
of its fellows was apparent, for in order profitably to dis- 
pose of the gas, the company constructed one of the first 
natural gas pipe lines; first to supply fuel to the oil drill- 
ing rigs in the vicinity of the gas wells, next to supply 
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domestic service to Bradford, Pa., and later pipes were 
run to Pittsburgh. The Pittsburgh natural gas pipe line 
was the first to supply a large city with natural gas, 

Since petroleum was the most sought of the products 
in the Pennsylvania fields and natural gas but an inci- 
dental—and at some times an annoying—byproduct the 
founders of the present Sun Oil Company turned their 
best attention to the more profitable commodity. Thus 
in 1886 was formed the initial oil company although the 
name “Sun” did not appear until three years later when 
the Sun Oil Line Company was formed. Next year the 
Sun Oil Co. of Ohio was formed and it was from this 
company that the present organization grew. 

The original management consisted of Joseph N. Pew 
and E. O. Emerson. Late in the nineteenth century Mr. 
Emerson sold his interests to Mr. Pew and since that 
time the management has continued in the hands of the 
Pew family. The present head of the Sun Oil Company, 
Mr. J. H. Pew. has been directly associated with the 
company for nearly forty years, while Vice-President 
J. Edgar Pew has seen nearly fifty years of continued 
service. 

At the outset of the oil venture there was not much 
use for any of the products but kerosene and a not too 
good grade of lubricating oil. Practically all of the other 
products were good for little else than burning as fuel. 
However, then as now, the company avidly sought new 
ways to utilize its products and to reduce production 
costs. With this end in view, Sun formed its first refin- 
ing unit in 1895 at Toledo, Ohio. From that time until 
about 1899, the company concentrated on improving 
distribution facilities and established a branch plant in 
Detroit. The real turning point in the company’s career 
came, however, in 1901 when it obtained an interest in 
the new and then prolific Spindletop field of Texas. In 
the same year the now famous Marcus Hook refinery 
was started and the company incorporated under the 
laws of New Jersey. 

Acquisition of the Spindletop properties brought 
about two problems that the company solved with its 
usual ingenuity. The first was whether or not it was 
more profitable to process the crude oil at the field and 
transport the refined products to their markets or 
whether it would not be more profitable to process the 
crude close to the important eastern markets and there 
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to distribute it to its ultimate 
consumers. The latter course 
was decided upon and the then 
novel water route from Texas 
to Marcus Hook was started. 

The second problem con- 
cerned itself with the qualities 
of the Texas crude oil itself. 
This crude oil was substantially 
diferent in type from the then 
better known Pennsylvania 
crudes and while the Texas 
crude gave an ample supply of 
kerosene and burning oils, the 
oil industry claimed emphatic- 
ally that the very important 
product, lubricating oil, could 
not be made from it. Sun Oil 
spent much money and some 
time on the problem with the 
result that the company not 
only made good lubricating oil 
from the Texas crude but it was 
of such excellent quality and 
high viscosity that the oil in- 
dustry turned out to be the best 
buyer of Sun Oil’s new product 
as a blending oil for other lubricating oils made from 
what was formerly considered to be the more desirable 
crudes. Sun Oil’s lubricating oils were held in such high 
esteem that by the time the first World War got under 
way, Sun Oil supplied nearly one-third of all of the 
lubricating oil used abroad. 

The same active research uncovered many new prod- 
ucts, among them being Mineral Colza oil, a petroleum 
substitute for turpentine. It was mainly upon this prod- 
uct that the company’s foreign business, later to be 
extensive, was founded. Cutting oils for use in machine 
tool work and many other new and highly useful spe- 
cialties followed in quick order. 


Sun Oil Builds Ships 


The war that increased the demand for the company’s 
dils also resulted in a shortage of and a very high price 
for tankers and other shipping facilities. Since the com- 
pany never hesitated to make what it needed if it was 
not able to purchase it at a reasonable price, the Sun 
Shipbuilding Co. was established at Chester, Pa., in 1916. 
The shipyard, containing eight ship-ways, was started 
in May of that year and by February, 1917, a new 
15,000-barrel tanker, S/S Chester Sun, left the ways. 
The yard is today one of the very few fully integrated 
ship-building plants in the country. It not only fabri- 
cates, designs and builds the ships at the yard but it 
also builds the Sun-Doxford oil burning engine of unique 
design as well as boilers, electrical equipment, etc. 

Never in haste to rush into any phase of the petro- 
lum business until it had been studied and tested from 
every angle, the company did not bring out its now 
famous Sunoco motor oil or Blue Sonoco gasoline until 
1919 for the oil and 1927 for the motor fuel. Both prod- 
ucts, due to constant improvement in quality, the refusal 
to sell more than one grade of product and—not the 
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Sun Oi! Company refinery at Marcus Hook, Pa. 


least—the earnest and copious advertising, have met 
with constantly improving public demand. 

Probably the most dramatic development last year 
was the company’s announcement of its New Blue Su- 
noco gasoline. This product, released to the market after 
not less than eight years of work with the Houdry cata- 
lytic process, gave to the public for the first time a motor 
fuel possessing better than average premium-priced gaso- 
line performance at standard quality gasoline prices. The 
public acceptance of this new product was enthusiastic 
and the company estimates that nearly 500,000 new cus- 
tomers have been added to the already large list of users. 
The plants to make this new gasoline cost Sun Oil more 
than $16,000,000 and further expansion of production 
capacity is anticipated but the expenditures seem well 
justified by the fact that the process permits an increas- 
ingly large recovery of gasoline from the crude oils, makes 
a markedly superior product and, above all, does so at 
a considerably smaller cost. The result of research and 
modernization expenditures is clearly discernible in last 
year’s earnings. Despite the fact that the average sell- 
ing price of the company’s product was about one-half 
cent below that of the previous year, the company re- 
ported a substantial gain in profits at a time when most 
of the other companies were reporting incomes distinctly 
below those of the previous, not too good, vear. 

The completion of the new Houdry plant brought the 
company’s total daily refining capacity up to about 
120,000 barrels from 89,000 barrels at the close of 1938. 
The bulk of this production capacity—about 90,000 bar- 
rels daily—is at Marcus Hook, Pa., while the Toledo 
plant had a capacity of 25,000 barrels and the Yale, 
Okla., plant was able to process 5,000 barrels a day. This 
capacity will be further expanded this year, thus effect- 
ing further reductions in operating costs and increasing 
the quality of the company’s products. A 150,000-barrel 
tanker is now on the ways (Please turn to page 768) 
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Battle of the Containers 


Consumption Continues Gains in All Three, But the Can, 
the Bottle, and the Carton Launch Constant 
Invasions of Neighboring Territory. 


BY H. F. TRAVIS 


Pillai in the container field is unremittingly 
keen, but it has one great redeeming feature as far as 
the competitors are concerned. Regardless of who takes 
a slice of business from whom in any particular year, 
the industry has more to be shared all the time. As 
compared with the standard of all past glories—1929— 
tin can production last year was up 40 per cent, bottles 
and other glass containers rose over 50 per cent in out- 
put, and paperboard production was up about 63 per 
cent. Growth of that sort in demand gives the weaker 
units in an industry the chance to maintain their 
accustomed volume while the more fortunately placed 
or the more expertly managed concerns push their gross 
ahead by leaps and bounds. 

Nevertheless, the battle between alternative methods 
of packaging continues in full force. Outstanding among 


the new campaigns in this warfare is American Can’s 
success with its paper milk containers. Both Borden 
and Sheffield are using them in metropolitan New York 
in the two quart size, with deliveries thus cheapened by 
a non-returnable container and fewer stops. The virtues 
claimed for the new type of milk container also include 
a much greater degree of hygiene, with the bacterial 
count held to unbelievably low figures. 

American Can has competition in this line, but so 
far the demand has kept ahead of productive capacity. 
If the trend continues these containers may prove im- 
portant to even the largest companies with their tre- 
mendous volume in other types of packages. Estimates 
have been made that during the current year American 
Can may gross $5,000,000 with its milk containers. Last 
year the company’s net sales of all kinds fell just short 

of $190,000,000. It can be seen 





The Leading Container Companies 


that the new division has some 
distance to go before outranking 
general line and packers’ cans, 
but its possibilities are worth 


1929 1937 1939 : 
Earned Divi- Earned Divi- Earned Divi- Times watching. 
er dends er dends per dends Recent 1939 . 
Shere ‘Paid Share ‘Paid are Paid Price Earnings While one company branches 
from tin cans into paper con- 
_ tainers, another, like Crown 
American Can........... $8.02 $5.00 $6.08 $4.00 $6.22 $4.00 115 18.5 2 ; : 
Continental Can.......... 3.35 1.67 3.06 3.00 2.71 2.00 46 «16.9 Cork & Seal, goes gunning for 
Crown Cork & Seal........ 1.95 None 2.16 2.00 2.80 None 340s 12.1 both can and glassware busi- 
M Tin Plate... t t id J 3 cafe 
cKeesport Tin Plate 3.81 2.00 1.26 1.00 25 None 11 44 ness. Crown Cork was orig: 
GLASS nally the leading factor in caps, 
Anchor Hocking Glass.......... 4.053 2.40 1.24 .90 1.65 85 22 © 13.3 corks and closures, but since 
Hazel-Atles Glass......:....... 4.81 2.61 6.67 6.56 6.64 5.00 110 16.6 19386 has been pushing its wav 
Owens-Illinois Glass......... .. 2.40 2.25 3.51 3.00 3.17 2.00 61 19.2 sak field C is ic ¢ 
Thatcher Oilg.......0.. 50-55 3.28 None 4.47 2.50 2.53 1.50 16 «6.3 into new fields. Continental Can 
has turned to corrugated paper 
PAPER boxes, as well as cans for soft 
Container Corp........... .... 1.23 None 2.28 1.20 1.85 25 16 8.6 drinks. and is working into the 
a Te NF Nil None def. None i eae uf: 8 d l 
Gaylord Container.............. NF NF 2.76 .75 1 .70 12 17.0 manufacture of caps and seals. 
Hinde & Dauch................. .73 80 3.55 2.00 99 1.00 17 17.0 Thatcher Manufacturing, whose 
National Centainer.............. 57 Nene 94 1.00 1.08 .40 11 10.2 eee 
Sutherland Paper................ 1.29 1.206 2.80 1.80 2.52 1.30 3313.4 number one position in the glass 
United Paperboard............ _@ .32a None d 15a Nene Nile None 5 milk bottle field makes it sensi- 
NF—Not available. a—Fiscal year ending following May 31. 6—Plus stock. c—é6 months ending No- tive to the inroads of paper con- 


vember 25. d—Deficit. g—Anchor Cap Corp. 
All figures adjusted to present capitalization. 


tainers, is nursing along its sub- 
sidiary engaged in the manufac- 
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Owens-Illinois, not to be thrown on the defensive, works 
into metal containers where quite a respectable volume 
has already been acquired. 

We see the can makers edging into the fields of both 
glass and paper containers, the bottle makers going after 
the tin can trade, but apparently the paperboard manu- 
facturers are less aggressive. They have not attempted 
any inroads on the tremendous business available in the 
tin or glass lines. As a matter of fact, they have had 
very little inducement to do so. Paper containers are 
younger than their competitors, with possibilities much 
less thoroughly explored. New uses and methods of 
manufacture are constantly opening up and giving the 
companies in the business plenty to do in order to keep 
up with developments in their own field. Because the 
industry is comparatively young, the companies engaged 
in it are not large and rich enough to find any difficulty 
in keeping their working capital employed. They do 
not have the extra cash and personnel demanding a 
chance to earn profits. 


Paper Grows Fastest 


More important characteristic of youth, though, is 
the relatively greater growth still going on in paper 
containers. Neither tin can production nor output of 
bottles succeeded last year in matching their 1937 totals, 
although in the case of the latter the failure was by a 
very small margin. Paperboard production, on the 
other hand, was at a new high for the year at almost 
5,000,000 tons, as compared with 3,000,000 tons in 1929 
and 4,300,000 in 1937. Although there are many con- 
cerns in the business and none of them have it all their 
own way, yet they manage to 
keep busy in their own field 
without looking for diversifica- 
tion. 

Another consideration which 
has a direct bearing on the com- 
petition between the three in- 
dustries is the difficulty of enter- 
ing either the can or the bottle 
business. Both require a very 
large amount of capital—ven- 
ture capital which must be will- 
ing to wait for a considerable 
length of time before receiving 
any reward and which must risk 
possible loss. The small profit 
margins characteristic of these 
lines and the long-term con- 
tracts with customers are further 
deterrents, as is the question of 
patents on manufacturing proc- 
esses. 

The battle, then, is for terri- 
torial expansion on the part of 
the can and the bottle and for 
preservation of existing borders 
on the part of the paper con- 
tainer. Bearing in mind that 
all three are doing an increasing 
amount of business, but with 
paper showing the way, the 
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actual results for the investor in each division can be 
examined by means of the table shown on the opposite 
page. 
American Can is the outstanding producer in its line, 
with approximately half of total can output, divided 
almost equally between packers’ and general line cans. 
Continental Can’s production is about half the size of 
American’s, so that between them the two companies 
divide the bulk of the available business. Back in 1929 
American earned $8.02 per share, paid $5.00, and sold 
as high as 18444. While this was at a rate of 23 
times earnings, and the stock at one time in 1932 sank 
below 30, a partial recompense has been the fact that 
minimum annual dividends since 1929 have been $4.00 
per share and they have risen as high as $6. On the 
basis of present capitalization, Continental earned $3.35 
in 1929 and sold as high as 613%, or a slightly lower 
price-earnings ratio than that of American Can. 
Experience with Continental over the past decade has 
been decidedly more favorable than with American. 
The 1929 dividend, allowing for a 50 per cent stock 
dividend in 1934, was $1.67, the minimum in any year 
since then was $1.42, and the maximum was $3.25. 
Earnings exceeded $4.00 per share in both 1934 and 
1935, with inventory profits assisting in the overshadow- 
ing of the 1929 record. Both companies spent sub- 
stantial sums in developing their beer can business and 
earnings of both were affected by passage of the Robin- 
son-Patman act. These factors have since been absorbed 
and the recent rate of earnings is reasonably dependable, 
probably capable of some further growth during 1940 
if present indications of volume are borne out. 
Owens-Illinois and Hazel-Atlas occupy roughly simi- 





Borden's president, Theodore G. Montague, pours his daughter some milk from the new 
two quart “Econoway™ container. 
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lar positions in the glass container industry, but they 
have both been able to show long-term growth where 
the can companies have not repeated their 1929 records 
as yet, except when aided by fortuitous inventory 
profits not since repeated, despite large increases in sales. 
Owens-Illinois is given the highest rating by the market 
primarily because of its developments in new uses for 
glass—fibers, fabrics, insulators, building blocks, and 
so on. Roughly speaking, however, the two glass com- 
panies enjoy about the same price-earnings ratios as the 
two can companies, despite the slightly better records 
of progress of the former. 

For a company superficially in the same industry, 
credited with a steady. earnings and dividend record, 
Thatcher Manufacturing presents a mystery in its rela- 
tion of price to earnings until it is realized that this is 
the concern that has most to lose by the new trend away 
from glass milk bottles and toward paper containers. 
Even back in 1929 at its high for the year, the stock 
never sold at more than ten times earnings. Right now, 
because faced with an obstacle to increased business, if 
not worse, the issue offers a yield of close to 10 per cent 
if figured on last year’s dividend payments. This shows 
the practical results to a concern when it appears to be 
losing out in the battle between the various forms of 
containers. 

The record of the tin can makers can be compared 
with that of the bottle makers as a group rather than by 
individual companies. Using the rough and ready 
method of adding earnings per share without weighting 
for actual size, we find the four can makers with a total 


EVE C HE 
Set COOK 


PEOED 





Courtesy American Can Co. 


Loading cans in a freight car. 


746 


of $17.13 for 1929, $12.56 for 1937, and $11.98 for last 
year. Three out of the four leading companies in this 
field are now below their 1929 profit levels, one, Mc- 
Keesport Tin Plate, decisively so. Yet volume, of course, 
has continued to gain. Totals for the glass container 
companies in the same years were $14.54, $15.89, and 
$13.99, respectively. Omitting Anchor Cap, now An- 
chor Hocking Glass, the comparison is even better, at 
$10.49, $14.65, and $12.34. In either method of figur- 
ing, the glass companies have shown their ability to 
exceed 1929 records. 

Growth in the paper container field, however, has been 
even more impressive. Using the five companies for 
which 1929 figures are shown, the total for that year was 
$3.50, against $9.42 in 1937 and $6.44 in 1939. Yet only 
two companies in the table are characterized by rela- 
tively high price-earnings ratios. Despite the constantly- 
increasing market for paper containers there is evidently 
a lack of seasoning present in the industry as far as 
investment is concerned. And _ naturally enough for 
enterprises just building up their resources and using 
them to the full, neither dividend security nor total asset 
positions are comparable with those of the stronger can 
and bottle concerns. 


War Gains and Losses 


One possible influence on the paper group might be 
the war, with its threats of a squeeze in the wood pulp 
market. With Germany and Finland absolutely shut 
off as suppliers of pulp to this country and with the 
other Scandinavian nations as good as lost because of 
Europe’s own needs, the chances of a runaway price 
situation have not been overlooked, and there have, 
of course, been some advances already. Of the com- 
panies shown in the table only Gaylord and National 
Container are in position to supply any great part of 
their own pulp requirements. To the others a rapidly 
rising market price would present difficulties. 

Paper containers, however, are made out of a variety 
of raw materials, including waste products such as straw, 
cheap rags, refuse papers and newsprint, in addition to 
the pulps required. Prices of these materials would 
undoubtedly be affected sympathetically, but the active 
sales brought on by an advancing market would give the 
container makers opportunity to do a profitable business 
—even to widen profit margins if sufficiently adept in 
covering raw material requirements. 

All of the container makers have something to lose 
and something to gain as a result of the war, with their 
losses typified by shipments of such articles as canned 
fruits, and their potential gains most likely to come in 
other types of prepared foods which may be needed to 
feed Europe. To none of them, however, is the war 
comparable in importance with the trend of domestic 
business. The industry as a whole has the advantage of 
very close proximity to the ultimate consumer, combined 
with a steady trend toward the use of containers for 
almost every conceivable article. Cyclical swings in 
the tin and glass fields are relatively minor, while those 
in paper are likely to continue fairly wide, although 
perhaps less violent than in the past. The single broad 
field thus offers the investor or speculator a range of 
choice available in very few lines of business. 
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Curtiss=Wrisht's 
Ship Comes In 


Business in Hand and in Prospect Will Support Peak Operations for a Long Time to Come 


ieee CORPORATION represents the ultimate 
consolidation of two of the pioneers of the aviation in- 
dustry. Glenn Curtiss, founder of the original business 
that was later to form the nucleus of the present Curtiss- 
Wright Corporation was contemporary with the Wright 
brothers and, early in the history of powered heavier 
than air flight, they were considered to be rivals. Cur- 
tiss—interested in automobiles and motorcycles before 
taking to aviation—was always conceded to be the bet- 
ter motor man while the Wrights were said to be some- 
what better versed in aero-dynamics. Despite the early 
predilections of the two groups it is now the Wright 
plant that builds the engines while the division that 
now bears the name of the former engine man makes 
the planes. 

Curtiss-Wright Corporation was formed in 1929 to 
consolidate the Curtiss Aeroplane & Motor Co., the 
Wright Aeronautical Corporation and a number of other 
smaller companies engaged in various phases of the 
aviation business. Early acquisitions included makers 
of a number of types of airplanes, propellers and motors 
as well as flying fields and training schools. These many 
interests have since been consolidated or as is the case 
with the flying fields, sold or held inactive. As the 
result of many changes and innovations, Curtiss-Wright 
Corp. is now considered by many to be the leading 
aeronautical manufacturing company in the world pro- 
ducing not only many types of highly regarded military 
and commercial planes but also the well known “Cy- 
clone” and “Whirlwind” engines. 

Wright Aeronautical Corp—controlled by Curtiss- 
Wright through ownership of more than 97 per cent of 
the outstanding common stock—makes these two types 
of motors in a wide power range. The “Whirlwind” 
motor first caught the attention of the public as the 
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BY STANLEY DEVLIN 


power source that made possible Col. Lindbergh’s epic 
flight to Paris in 1927. Since that time, these motors 
have shared honors with the competitive Pratt & Whit- 
ney “Wasp” and “Hornet” lines as being the world’s 
choice of power for speedy fighting ships, heavy bombers 
and commercial craft as well as other types of passenger 
and military machines. Until 1939, the motor division 
furnished the company with about two-thirds of its 
total sales. However, with the expansion of the com- 
pany’s line of ships and the increasing importance of 
the propeller end of the business, the emphasis upon 
the importance of motors is decreasing to a point where 
it now is close to 55 per cent. 

Last December, the Civil Aeronautics Authority ap- 
proved the new Wright Duplex Cyclone engine, an 18 
cylinder, 2,000 hp motor, said to be the most powerful 
air-cooled aircraft engine in the world. Two such motors 
were used to power the new Consolidated Aircraft Co. 
52 passenger long range flying boat tested in the earlier 
part of 1939. A new 14 cylinder, 1,500 hp motor was 
also released last year for use in American Airway’s 
72 passenger Boeing Clipper for trans-oceanic service. 
The 9 cylinder, 1,200 hp Cyclone, standard equipment 
for the new high performance military craft, was further 
improved and given an increased power rating. Super- 
charged engines for sub-stratosphere flight were tested 
by the U. S. Army in cross-continent journeys at an 
altitude of 6 miles and in the mass flight to Rio de 
Janeiro and back during which an average altitude of 
14,000 feet was maintained by seven huge “Flying Fort- 
resses” and the Andes mountains were crossed at a level 
of 21,000 feet. In each instance the motor performance 
was not only highly satisfactory but new records for 
performance and other features were established. 

While the motor division has been the source of the 
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greatest amount of orders, the plane division has not by 
any means been neglected. The now famous Curtiss 
P-40 advanced type of pursuit ship was developed and 
accepted by the U. S. Army last year. The ship, de- 
signed for high-altitude combat has a speed of upward 
of 400 miles an hour and resulted in an Army order for 
ships to cost $14,000,000. It is this same ship that the 
Army recently released to the Allies under the name of 
Curtiss Hawk 81 A. The ship that the Allies were to get, 
however, was somewhat different than the P-40 since the 
Hawk 81 would be unarmed; to be fitted out with the 
Allies own type of equipment which is said to be inferior 
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Ali photos in this Gils tnt Curtiss-Wright — 
The new Curtiss-Wright Substratosphere Transport—largest twin-engined land plane ever built in the United States. 
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in efficacy to that employed by the U. S. Army. The 
Curtiss Hawk-75A has demonstrated its excellent combat 
qualities in the hands of the French and another type 
of pursuit ship, P-36A has been adopted by the U. §, 
Army as a standard. Other military aircraft designed 
last year include two-place scout observation planes for 
the U. S. Navy, two-place dive bombers for aircraft 
carrier operations, the Interceptor, Sea-gull, Falcon and 
several other special purpose jobs. 

While the demand for the company’s products has 
been mostly from military sources, the company has also 
made several improvements in commercial aircraft. The 
new Curtiss-Wright Substratosphere airliner was under 
construction all of last year in preparation for test flights 
scheduled for early in 1940. This plane, the largest twin- 
motored airliner ever constructed in this country is 
designed to carry 36 passengers and 5,200 pounds of 
freight at a speed of about 314 miles a minute at an 
altitude as high as 20,000 feet. The equipment includes 
the company’s new “Tell-Tale” signal system which 
automatically watches the many instruments on the 
operating panel and is in effect, an additional pilot. 

For many years the company has made propellers 
of one type or another but until recently this branch 
of the enterprise has been of relatively small importance. 
Development of the hollow steel propeller and later of 
the reversible pitch propeller have increased the empha- 
sis upon the propeller business. A relatively new device, 
the electric propeller, demonstrated its efficiency in the 
highly publicized 575 m.p.h. power dive made at Buffalo 
last year for French Air Ministry officials. The plane, 
a Curtiss Hawk 75A, was equipped with the new pro- 
peller with the result that despite the terrific speed of 
the dive, the motor did not exceed its normal rated speed. 
Prior to the introduction of a device of that sort, a 
motor would have been torn apart. 

Unfilled orders on March 3, 1939, amounted to $31,- 
546,521 and despite the fact that last year’s deliveries 
are estimated to have been in excess of $39,000,000 the 
value of unfilled orders reached about $170,000,000 dur- 
ing the year and are still believed to be more than 
$150,000,000. The unfilled orders are understood to be 
divided among the various products on the basis of 57 
per cent for engines and 43 per cent for planes and pro- 
pellers. While the orders are predominantly military, 
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they are mostly for the U. S. 
Government; foreign orders as 
yet constituting the much small- 
er part. The nature of the or- 
ders and their sources minimize 
the effects of a sudden European 
peace upon the company’s busi- 
ness although they do serve 
somewhat to restrict profit mar- 
gins. In order to handle some 
of the new foreign business it 
has been necessary to expand 
facilities. This is particularly 
true of the engine division. 
While the foreign buyers have 
not contributed directly to the 
costs of such expansion, they 
have permitted the company to 
increase profit margins suffi- 
ciently to take care of the 
matter. 

While the 1939 balance sheet 
is not as yet available there are 
indications that the company’s 
usually good financial position 
has been further improved. However, in view of the 
strong rise in order backlogs last year, the need for 
additional working capital has increased. As this issue 
goes to press it is reported that Curtiss-Wright and 
Atlas Corp. are working on a merger agreement. While 
the terms may be subject to change, the advantages of 
adding the general market assets of the investment 
trust to Curtiss-Wright through an exchange of stock 
are apparent. 


Earnings Continue to Rise 


The type of business which the company does elim- 
inates any collection difficulties. This is evidenced by 
the fact that while the company made deliveries of 
materials valued at $33,102,962 in 1938, the close of 
that year saw less than 9 per cent of that amount un- 
collected. Inventories too, are well controlled for it is 
the company’s policy not to stock any material that is 
not already called for in work in progress. Thus, while 
the company had orders on hand amounting to about 
$31,546,500 at the outset of 1939, inventories at the 
previous year end were only about 30 per cent of that 


7 amount. 


At the present time, the company has neither funded 
debt, mortgages nor bank loans outstanding. The large 
amount of common stock—7,429,118 shares of $1 par 
value—that follows the 1,158,464 shares of $2 dividend 
Class “A” stock does not permit full appreciation of the 
increasingly profitable operations of the past several 
years when reduced to terms of earnings per share of 
common stock. The fact that the company has been 
operating at a profit since 1933 is not generally realized 
but it becomes apparent when the increases in the 
profit and loss surplus account are examined. At the 
close of 1933—the year in which the company first re- 
covered from the effects of the depression—there was a 
profit and loss deficit of $763,049. At the close of 1938 
this deficit had not only been eliminated but a surplus 
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The United States Army released this Curtiss-Wright Interceptor for purchase by the Allies 
but the sale has been stopped by Congressional inquiry. This ship can climb 5,000 feet 
per minute and has a speed of over 300 miles per hour. 


of $3,733,718 was reported. Since 1939 was productive 
of record earnings, it is probable that the company’s 
profit and loss surplus has been still further increased. 

It was not until 1938, however, that net income was 
sufficiently large to show earnings on the common stock 
after making provisions for the class “A” stock dividends. 
The $0.17 a share of common stock reported in that 
year was the first common stock earnings reported since 
the company’s organization. Last year’s results showed 
further improvement. In the first 9 months of 1939 
the company reported net income of $4,543,552 after 
all charges, equal to $0.38 a share of common stock. 
This compared with $2,625,898 or $0.12 a share of com- 
mon stock in the same period of 1938. Full year 1939 
earnings are conservatively estimated at close to $0.50 
a share of common stock as compared with $0.17 a 
share in the previous year. Full class “A” dividends of 
$2 a share were paid for the first time in the company’s 
history in 1939. The fact that class “A” dividends are 
not cumulative and therefore would not prevent a near 
term payment of common stock dividends because of 
the necessity to liquidate preferred dividend accumula- 
tions, makes some common stock disbursement possible 
this year. 

Although the company has had no difficulty in secur- 
ing heavy orders, production has at times been held up 
for lack of adequate facilities. This is particularly true 
of the engine division at Paterson, N. J. In order to 
overcome this difficulty in part, the Wright Aeronautical 
division has expanded its plant through the addition of 
50 per cent more floor space which is calculated to in- 
crease deliveries at least 100 per cent. The new addition 
went into production about March Ist and as a result 
it is possible that 1940 deliveries of engines will approxi- 
mate 4,000 units and net sales will be better than $40,- 
000,000. If this is achieved, it would add better than 
$0.80 a share to the net income available for Curtiss- 
Wright common stock. That such results will be achieved 
is, of course, problematical (Please turn to page 770) 
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Happy Easter 





Retail trade circles—department 
stores, chain stores, wholesale gro- 
cers and large food retailers—are 
almost unanimously cheerful about 
the trend of consumer buying and the 
consensus is that trade in the pres- 
ent Easter season will easily top 
last year’s which, however, was sub- 
normal. Of course, there is that tra- 
ditional bogey, the weather, to 
reckon with, for a spell of inclemency 
could readily upset all calculations. 
Reports indicate that the improve- 
ment in buying has been broader 
outside New York but gains in the 
latter area are nonetheless encour- 
aging since its lag behind the rest 


Black Star 


For Profit and Income 


sessile EERO 


of the country is less apparent now 
than a few months back. Natur- 
ally enough, the upturn is strongest 
in women’s apparel lines, a good 
omen for department stores. 


New Under the Sun 


Parking is not a problem when 
you want to shop at Sears, Roebuck's 
new Los Angeles store. Simply drive 
your car up a ramp to the roof, 
leave it there and enter the store 
via escalator. * * * You may soon 
be enjoying all the thrills of flying 
in the comfort and safety of your 
own living room. Using special 
lightweight equipment, a United 
Air Lines ship recently televised 





The shipbuilding industry is moving ahead under forced draft. 
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Manhattan from aloft, relaying its 
shots to the RCA building via non- 
directional antennae. * * * Some 
kind of history was made when the 
CIO local of Emerson Electric Mfg. 
offered the company a $100,000 non- 
interest loan from wage funds so 
that it would not have to leave the 
city in search for enlarged factory 
space. A F of L Milwaukee locals 
of the Phoenix and Holeproof hosiery 
concerns matched that one when 
they took 138% wage cuts last year 
and offered to continue them in 1940 
to permit the companies to buy new 
high speed knitting machinery to 
compete with southern mills. 


Black Outlook Bright 


The carbon black companies have 
seen some pretty hard sledding in 
recent years but things have been 
taking a turn for the better of late. 
Prices, long depressed, were hoisted 
moderately at the beginning of the 
year without any subsequent dele- 
terious effect on sales. February 
shipments, in fact, topped output 
by some 3,000,000 pounds and it is 
expected that stocks will be further 
materially reduced as a result of 
the buying spurt that followed the 
recent announcement of another 
price boost for next quarter with 
respect to both domestic and _ for- 
eign business. This buying may 
prove to have been somewhat at the 
expense of second quarter volume 
though probably not seriously so. 


Pigs to Market 


In contrast with their sorry show- 
ing of last year, fiscal 1940 prospects 
of the meat packers are the best in 
many a moon according to sources 
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close to the industry. The story is 
this: Last year the farmer could get 
more for 100 pounds of pork than 
he could for the 11 bushels of corn 
it takes to raise and nurture that 
much hog. The result was an in- 
crease in the hog population to re- 
cord proportions, enabling the pack- 
ers to fill their cellars with low- 
priced ham and bacon. Corn prices 
are higher now, however, so that this 
year’s hog crop will probably be 
small—and small supplies make high 
prices, especially when consumer 
buying holds up as well as at present 
and when supplies from former Pol- 
ish areas, Denmark and Argentina 
are short. There is also the possi- 
bility of an appreciable increase in 
European demand for American hog 
products. 


Corporate Briefs 


Canadian taxes and the exigencies 
of war in the final four months of 
1939 did not stop International Nickel 
from increasing earnings to $2.39 per 
share from $2.09 the year before, 
though the gain was considerably 
below the average of domestic non- 
ferrous metal concerns. It is under- 
stood, incidentally, that the Russo- 
Finnish peace pact permits the com- 
pany to continue in ownership and 
operation of its Finnish property. 
** * Anent Packard's recent burst of 
market activity, the company has 
landed a $2,000,000 order for ma- 
rine engines to power the Navy’s 
new mosquito torpedo boats; these 
craft, being built by Electric Boat, 
are still in the experimental phase, 
hut additional orders seem likely. 
* * * Freeport Sulphur's Cuban man- 
ganese, sold to the steel industry in 
place of former Russian imports, has 
swelled first quarter profits by about 
40 cents a share or about as much 
as the company earned from sulphur 
operations alone in the initial three 
months of 1939. * * * International 
Harvester will put a new low-priced 
combine on sale this summer in an 
effort to regain competitive ground 
lost of recent years in the small farm 
market. 


Down to the Sea 


The Maritime Commission’s pro- 
gram for the construction of 500 
ships in ten years at a total cost of 
upwards of $1,000,000,000 is coming 
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The Tax Collector Frequently Gets More 
Than the Stockholder 


Dividend and Tax Payments per Share for a Representative Group 
of Companies in 1939. 


Company Taxes Dividends 
Jewel Tea.......... $4.06 $6.00 
Pittsburgh Plate Glass. 2.14 4.00 
Union Oil of California. 3.50 1.05 
Westinghouse Elect. & Mfg 3.89 3.50 
Allied Chemical & Dye 4.11 9.00 
Monsanto Chemical... . 2.02 3.00 
North American Co.... 2.37 1.20 
Wheeling Steel...... 5.62 
Phelps Dodge...... 1.09 1.50 
Borden... : 1.53 1.40 
Radio Corp..... -36 -20 
Johns Manville. . 2.49 2.75 
Crane Co....... 1.54 -60 
National Supply 1.22 
nternational Salt 1.57 1.75 


Company Taxes Dividends 
Ohio Oil $ .57 
National Steel. 2.88 $1.70 
Bridgeport Brass : -65 ae 
Goodyear Tire and Rubber 6.61 1.00 
Intertype Corp.... 51 -40 
Standard Oil of Kentucky 9.17 1.30 
B. F. Goodrich 7.87 1.00 
Hazel-Atlas Glass 3.06 5.00 
National Gypsum -43 25 
Libbey-Owens-Ford Glass 1.00 2.75 
lron Fireman... -74 1.20 
American Rolling Mill 1.06 
Atlantic Refining. . -20 1.00 
American Bank Note 45 -20 
Westinghouse Air Brake -44 621% 





along nicely, contracts having now 
heen awarded for a total of 142 
vessels. Lion’s share of the business 
to date has gone to Bethlehem Steel 
which will cash in to an amount of 
$75,562,398 on the 35 new bottoms 
and three reconditioning jobs it has 
landed thus far. Newport News is 
next with Federal, Tampa and Sun 
following in that order. Payments 
are now being made to the industry 
at the rate of around $10,000.000 a 
month, and may soon be stepped 
up as more ways become available 
in vards equipped to handle mer- 
chant work. The shipbuilding com- 
panies are by no means the only 
gainers from the program for there 
are many indirect — beneficiaries. 
Westinghouse Electric, for example, 
states that the boom in shipbuilding 
is a factor in its recent sales gains. 
Concerns like Babcock & Wilcox, 
Foster Wheeler and others are more 
obvious cases. 


Street Topics 


Persistent rumor that General 
Motors will enter the plane building 
field fails to bother knowing. air- 
craft investors. Aircraft production, 
il is pointed out, is still far from 
the point where it could be put on 
a mass production basis: also, the 
best men in the field are pretty well 
sewed up by present manufacturers. 
* * * Revival of peace talk has re- 
newed interest somewhat in 
that would probably benefit mar- 


issues 


ketwise from anything concrete in 
that direction; they include Wool- 
worth, Nickel, Kodak, IT&T and the 
movie shares. * * * Producers of oil 
well drilling equipment have been get- 
ting inquiries from South 
American countries that formerly 
piaced their orders in Britain and 
Germany; the same concerns also 
look for an improvement in domes- 
tic business this vear. * * * Industrial 
chemists have now not only learned 
how to make alcohol from sugar but 
also sugar from alcohol; discourag- 
ing part is that neither line of busi- 
ness has been particularly profitable 
in recent years. * * * The machine 
tool trade looks forward confidently 
to the remainder of 1940; aided by 
the war, backlogs of all principal 
units are at or near their all-time 
peaks. * * * Though shipments 
to Russia were discontinued under 
the moral embargo, Climax Molybde- 
num's sales volume for the first two 
months of the year is understood to 
have been about 50% ahead of the 
like 1939 period. Profits have pre- 
sumably gained in proportion. 


some 


* * *«* * 


Correction 


The 20 cent dividend reported in 
*Aireraft Round-Up” last issue to 
have been paid in 1939 by Fairchild 
Engine & Aircraft was, in actuality, 
paid by Fairchild Aviation, the for- 
mer company having made no dis- 
tribution. 
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BUSINESS: Bliss & Laughlin specializes in finishing hot-rolled bars and 
rods purchased from other steel manufacturers. The products consist 
of turned and polished shafting, drawn, turned and ground bars of 
various sizes in various chemical grades of steel.. Automobile, parts, 
implements, tools, screw machine and electric motor manufacturers are 
among the principal customers who buy these products in volume quan- 
tities. The majority of sales are made in the highly industrialized east- 
ern half of the country. 


FINANCIAL POSITION: The company has no funded debt. About 
12,375 shares of 5%, $30 par-value preferred stock precedes 262,554 
shares of common stock. The common stock was increased last year 
through the distribution of a 50% stock dividend on December 15. A 
dividend of $0.25 a share was paid later in the year on the larger 
issue of stock. At the close of 1939, current assets, including $363,638 
cash, amounted to $2,266,068 and current ailbilities were $339,496. 
Earnings of $2.49 a share on the larger amount of common stock then 
outstanding compared very favorably with the $0.18 a share reported 
in 1938 on a considerably smaller amount of common stock. 


OUTLOOK: The prospects of the company's major customers for this 
year continue to be good. Machine tool makers, electrical equipment 
manufacturers and others have substantial order backlogs to be filled 
with the result that Bliss & Laughlin's business will probably continue at 
a high rate of operations. The price of the company's raw materials 
are stable and since inventories are not large, it is probable that the 
very fair present profit margins will be maintained. The fact that the 
preferred stock is now convertible into |'/. shares of common is of 
relatively small importance at this time. 


MARKET ACTION: Bliss & Market Bliss’s moves in re- 
Laughlin Average lation to average 

‘37 high to '38 low... .. 1% 64% decline 10% wider 

'38 low to '38 high...... 110% 16% advance 44% wider 

"38 high to '39 low....... 16% 34% decline 106% narrower 

'39 low to *39-high 65% 44% advance 47% wider 


Average volatility on four moves 48% narrower on declines and 45% greater on ad- 
vances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—1!834. Considering the type of business 
in which the company operates, its earnings and dividend records are 
better than average. The market for the shares indicates that they are 
as yet unseasoned. 


Long-Term Record 


N 
Sales ll Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1932 $1.32 d$.11 d$2.11 ees NM 
_. a 3.02 25 4.94 $1.00 NM 
See 4.06 31 6.10 2.00 NM 
ee ee 5.83 .39 2.54 3.75 NM 
|. GRRE SE 7.78 67 3.94 1.75x 3734-2214 
See 9.48 -66 3.67 2.75 4314-161 
eee NF 52 19 cane 2614-121 
Se NF .67 2.49 1.25s 3614-22 . 


° NF—Not available. d—Deficit. x—Including extra. s—Also 50% stock 


NM—Stock closely held; no market. 





BUSINESS: Chain Belt Company of Milwaukee is one of the leading 
manufacturers of sprocket chains, conveyors and construction machinery 
in the country. Its products find employment in all branches of in- 
dustry where it is desirable to continuously transport materials ranging 
from coal to the production line of large manufacturers. Other prod- 
ucts include several sizes of concrete mixers, centrifugal pumps and 
transmission belts, etc. Baldwin-Duckworth Chain Corp., whose prod- 
ucts overlapped those of Chain Belt Co., was acquired by Chain Belt 
Co. last year and thus rounded out the company's line of products. 


FINANCIAL POSITION: The company's only capital obligation is 
486,705 shares of no-par value capital stock. The company has no bank 
loans and at the year end, current liabilities of $1,057,283 were com- 
fortably smaller than cash items of $1,576,000. Total current assets at 
that time were in excess of $5,200,000. The company's earnings record 
is remarkably good, considering the fact that it operates mostly as a 
capital goods industry. 


OUTLOOK: The company's several unique products appear to be in 
good demand at all times either for replacement or for expansion of 
production facilities. Despite the fact that last year's earnings were 
the best since 1929 it is likely that some further gains will be 
made this year. The company recently stated that business was good, 
exceeding that of a year ago by a fair margin and that unfilled orders 
at the close of last year were high. Since there is no set dividend rate 
there is no indication of what this year's payment may be although it 
is probable that the company's usually liberal disbursement will keep 
pace with 1940 earnings. 


MARKET ACTION: 
‘37 high to '38 low...... 


Market 


Average 


64% decline 


Chain Belt’s moves 
in relation to avge. 


4% narrower 


Chain Belt Co. 
61% decline 


*38 lowto '38high....... 150% advance 16% advance 97% wider 
‘38 high to '39 low....... 43% decline 34% decline 26% wider 
39 low to '39 high....... 90% advance 44% advance 104% wider 


Average volatility on four moves 11% greater on declines and 100% greater on advance 
than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—20. During 1939 stock outstanding was 
expanded from 347,595 to 486,705 shares for acquisition of Baldwin- 
Duckworth Chain Corp. Outlook continues favorable. 


Long-Term Record 


Gross Net 
Profit Income Net Per Divi- Price 
Year (millions) (millions) Share* dends — 
x x 
MD ia cirk ls Chup hs $1.75 $.51 $1.10 $2.50 4814-3214 
ee 1.17 .08 -23 2.271 37 =2234 
Os bs kc icen -43 d.35 d.96 75 14 -7 
SSS 52 d.11 d.30 40 17%, 9 
DOES sos cce alee 1.29 21 60 1.00 1814-161/¢ 
MDs sae ators 1.65 36 1.04 1.30 40 -21%% 
eae 2.49 63 1.82 3.15 73 «+35 
ee 3.13 .74 2.14 1.17% 73 =-12 
|| re 1.91 44 1.26 85 (s)2334- 9% 
ee 3.03 94 1.92 1.10 2514-1314 


* Earnings to 1938 adjusted to 3 for 1 split in 1937. (s)—On new stock. 
d—Deficit. (x)—On shares then outstanding. 
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BUSINESS: The Cuneo Press is a completely integrated printing 
establishment equipped to handle any sized job from manuscript through 
to mailing or shipping. Its main business is the printing and binding 
of magazines and catalogues and it numbers among its many cus- 
tomers, Life Magazine, Woolworth, Butterick Publishing Co., American 
Tobacco Co., Liberty, Time, etc. The magazine end of the business 
furnishes the company with about half of its income, twenty-five per 
cent accrues from the printing of rotogravure and colored newspaper 
supplements and the balance is from miscellaneous operations includ- 
ing the printing of labels, etc. 


FINANCIAL POSITION: As of September 30, 1939, the company's 
funded debt of $1,657,000 was followed by 16,763 shares of 64% 
dividend, $100 par value preferred stock upon which dividends have 
been continuously paid since issuance in 1928 and 178,612 shares com- 
mon stock. Since that date, the common stock has been split two 
for one so that there are now about 357,224 shares outstanding. As of 
September 30, 1939, the company's balance sheet indicated a strong 
financial position with current asset ratio of better than 5 to | and 
net working capital of nearly $22 a common share. 


OUTLOOK: The company is engaged in a business that is notorious 
for its fluctuations in earnings but during the past 13 years the com- 
pany has not only never experienced a loss but in each year earnings 
per share have never dipped substantially below $2 and in most 
instances were considerably better. With ample new business in hand 
and an improved financial position, it is probable that the company will 
do equally as well this year. 


MARKET ACTION: Market Cuneo’s moves in 
Cuneo Press Average relation to avge. 

‘7 high to '38 low....... 50% decline 64% decline 22% narrower 

38 low to '38 high....... 104% advance 16% advance 36% wider 

‘38 high to '39 low....... 12% decline 34% decline 183% narrower 


'39 low to '39 high....... 21% advance 44% advance 109% narrower 

Average volatility on four moves 70% less than M. W. S. index of 309 common stocks. 
COMMENT: Recent price—29. The shares are inclined to act inde- 
pendent of general market trends. At current levels they are selling 
close to the equivalent of a 10- -year high, but improved marketability 
will probably increase price earnings ratios. 


Long-Term Record 


Gross Net 


Profits Income Ner Per Divi- Price 
Year (millions) (millions) Share dends Range 
ae $3.15 $1.26 $6.46 $1.871% 5114-16 
| | ee : 2.91 89 4.31 2.50 3634-14 
ae 2.42 47 1.85 2.50 1934-1034 
erase 2.86 79 3.75 1.20 161h- 914 
rae 2.86 75 3.57 1.20 3334-1514 
See 3.06 84 4.11 1.20 3914-30 
Ae 3.40 91 4.54 1.90 5134-3714 
. ee 3.65 91 4.36 3.25 5014-29 
ee 3.83 1.03 5.05 2.00 51 -25 
1939(9 mos.). . . 3.21 1.04 5.34 3.75x 2814-221/0* 


x—Including $0.75 extra paid on old stock 


*Prices adjusted to 2 for 1 split. 





BUSINESS: Edison Brothers is said to be the largest women's shoe 
store chain in this country. The company operates about 126 units 
retailing medium and low-priced lines in 67 large cities in 29 states. 
All but six of the company's units are located outside of the eastern 
states. In addition to its line of women's shoes, Edison Brothers retails 
popular priced hosiery, handbags and other accessories. 


FINANCIAL POSITION: No funded debt precedes the 30,000 shares 
of 5%, $50 par value convertible preferred and the 383,781 shares of 
common stock. The common stock was split 3 for | in 1937 and later 
in that year the preferred stock was issued, replacing a former 7%, 
$100 par value preferred which was called in 1936. Preferred dividends 
have been maintained continuously on the several issues which have 
been outstanding and the only years in which common dividends were 
omitted were 1932 and 1933. While 1939 sales reached new record 
heights—just slightly above those of 1938 the previous record year— 
earnings per share were $2.14 as compared with $2.20 a share in the 
year before. This was due to somewhat larger expenses for expansion. 
The current asset ratio was better than 7 to | and the cash position 
was comfortable. 


OUTLOOK: Increasing consumer buying power in the company's more 
important sales areas should be of assistance in maintaining earnings 
at a satisfactory level this year. In the first two months of 1940, the 
company reported sales of $2,769,543—slightly better than a year ago. 
February sales were, however, 1.9 per cent higher than in the same 
month of 1939 and current reports indicate that the up-trend is con- 
tinuing through March. 


MARKET ACTION: Edison Market Edison moves in 

Brothers Average relation to avge. 
‘37 high to '38 low. 56% decline 64% decline 12% narrower 
‘38 low to '38 high....... 10% advance 716% advance 8% narrower 
38 high to '39 low....... 13% decline 34% decline 161% narrower 


"39 low to '39 high....... 32% advance 44% advance 37% narrower 

Average volatility on four moves 54% less than M. W. S. index of 309 common stocks, 
COMMENT: Recent price—I7. In the past the market for the shares 
has consistently lagged behind the general averages. Enlarged markets 
through change of exchanges may overcome this most significant 
feature. 


Long-Term Record 


Net Net 
Sales Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1990...... $4.78 $.17 $1.10 $.99 18-7 
1980s... 6.39 .03 d.20 56% 1014- 4 
1992... 7.96 .08 -26 ae 4 +3 
1938... 10.64 48 4.15 ane Tie- 6 
1934.. 14.13 37 4.91 .75 28i4- 8 
1938... 16.30 .61 5.23 1.40 3914-2414 
1006..... wi 19.69 -80 6.29 3.00 69 -36 
| 71 1.72x 1.00x 2314-10x 
. 24.21 92 2.20 1.25 1714-1014 
1939... 24.91 90 2.14 1.25 19%-15 
d— Deficit. Adie to 3 for 1 split in 1937. 
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BUSINESS: Ferro Enamel Corp. is one of the largest manufacturers of 
vitreous enamel in the world. These products are used by practically 
every manufacturer of electric-refrigerators, gas stoves, kitchen tables, 
sinks, signs and many other enamelled metal materials. The company 
has many patents covering the preparation of metals used as well as 
the baking and other preparation of the enamel. 


land, Australia and South America. 


194,300 shares of $1 par value common stock outstanding. This repre- 
sents a simplification of the capitalization—which formerly consisted 
of $385,000 of 6% trust notes, 25,000 shares of $4 dividend class "A" 
and 25,000 shares of class "B'' common stock—when the company was 
reorganized in 1932 and again recapitalized in 1937. Earnings in 
recent years have been fair but in only one year since 1929 has the 
company reported a deficit after fixed charges and even in that year 
the company made an operating profit. On December 31, 1939 cur- 
rent assets amounted to $2,467,056 as compared with current liabilities 
of $621,436. 


OUTLOOK: The company's customers are all engaged in the manu- 
facture of goods that have the best sale at times when consumer 
buying power is high. Although the peak of refrigerator annual sales 
is probably passed for the present, there is still a sufficient demand to 
make production high. Other devices such as gas stoves, electric 
stoves, etc., are high and are expected to increase over the nearer 
term. From this it would appear as if the company's prospects for this 
year are at least as good as the results of 1939 activities. 

MARKET ACTION: Market 


Average 


Ferro’s moves in 


Ferro Enamel relation to avge. 


‘37 high to '38 low....... 10% decline 64% decline 9% wider 
*38 low to’ 38 high....... 63% advance 716% advance 18% narrower 
38 high to '39 low....... 35% decline 34% decline 3% wider 
39 low to '39 high....... 60% advance 44% advance 36% wider 


Average volatility on four moves 7% greater than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—I8. With somewhat better marketability 
and sustained earnings likely over the near term, the shares should 
make a somewhat better showing than in recent years. 


Long-Term Record 


Total Net 


Income Income Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1931. $.29 $.20 $1.62 . 
*1932 10 d.03 d.08 121 beats 
1933.. 21 14 1.06 -20 15t- Bi 
1934.. 27 19 1.55 65 141h- 7% 
eee 31 24 1.93 70 32 -103%, 
_.. Serre 58 43 3.08 3.00 423/4-283/g 
ee 81 -56 2.91 2.50 4714-15 
|... aaa 18 -11 57 seine 23 -141% 
1939.. NF 46 2.35 1.00 2314-1444 


* Company recapitalized 3 shares common 1 old ‘A’, 1 share common 1 
old “B"’. d—Deficit. NF—Not available. 
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Wholly owned sub- | 


sidiaries manufacture and sell ferro-enamel products in Canada, Eng- | but purchases the best part of its requirements of die castings from 


| outside manufacturers. 


| poration but in that year the then existing stock was split 10 for | and 
FINANCIAL POSITION: The capitalization is simple, there being but | 
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BUSINESS: W. B. Jarvis Co. is rated as the largest independent pro- 
ducer of ornamental automobile hardware in its field. Radiator orna- 
ments, radiator grills, door handles and the ever increasing amount of 
trimming is made by Jarvis for Chrysler, Ford, Hudson, Nash, Packard, 
Willys, Cadillac as well as various ornamental items for General Elec- 
tric and Frigidaire. The company makes most of its own stampings 


Up until 1935 the company was a closed cor- 


a public offering was made of part of the new shares. 


FINANCIAL POSITION: There is no funded debt nor bank loans. 
The sole capital obligation is an issue of 150,000 shares of $1 par 
value common stock. In 1939 a 100% stock dividend distributed on 
June 15 was preceded by a $0.50 cash dividend. Later in 1939 cash 
payments of $0.25 and $0.50 a share were made on the increased stock. 
A dividend of $0.37!/ will be paid on the common stock on March 28 
of this year. At the close of 1939, the company's financial position 
was satisfactory with current asset ratio of nearly 6 to | and cash 
items alone being more than three times greater than total current 


liabilities of $222,230. 


| OUTLOOK: The prospects for the automobile industry which consti- 


tutes the greatest part of the company's business is good and is ex- 
pected to be about 10 per cent greater than last year's fair results. 
Since the trend is to more and more decoration in the styling of auto- 
mobiles, the company's products bid fair to continue in good demand. 
Continued study on the part of the company will probably result in 
a diversification of products and consumers over the longer term. 


MARKET ACTION: Market Jarvis’ moves in 
Jarvis Co. Average relation to avge. 
‘37 high to '38 low....... 63% decline 64% decline 1% narrower 


38 low to '38 high....... 

38 high to '39 low....... 28% decline 34% decline 21% narrower 

*39 low to '39 high....... 89% advance 44% advance 100% wider 
Average volatility on four moves 9% smaller than M, W. S. index of 309 common stocks 


COMMENT: Recent price—I5!/,. The increased number of shares 
and wider markets should be effective in making quotations more closely 
reflect earnings and dividend return. 


Long Term Record 


53% advance 16% advance 43% narrower 


Net Net 
Sales Income Net Per Divi- Price® 
Year (millions) (millions) (A) Share dends Range 

1930... $.93 NF aera NF 
eae -75 NF correc NF 
ee 69 NF = NF 
ae 1.25 NF agiets 
ae , 2.16 NF eeiets $7.50 
ND son sieisssatn-sc 3.00 $.39 $1.30 7.50 ae: 
1996. 6.60.0: , 3.74 49 1.62 2.375 26 -18% 
oe 4.54 -73 2.43 2.875 293/4-13% 
Se : 2.29 41 1.37 1.50 261/2-10% 
eee NF 62 2.08 (E)1.25 (A)18 -9% 


NF—Not available. *—Shares first traded January, 1936. (A)—Ad- 
justed to present capitalization. E—Plus 100% stock div. 





THE MAGAZINE OF WALL STREET 





THOUSANDS 


fe) 











BUSIN 
water ¢ 
orname 
devices 
produc 
the se 
buys o 


FINAN 
outstan 
amount 
tributic 
ceptior 
made 

additic 
from | 
years, 

1932. 


with Cc 


OUTL' 
fied to 
access 
autom¢ 
able +! 
last ye 
will be 
This p 


ments 
MARK 


'37 high 
38 low 
'38 high 
'39 low | 

Avera 
vances th 
COMI 
1939 bh 


favoral 


Year 
1930 
1931 
1932 
1933. 
1934.. 
1935 
1936 
1937... 
1938 
1939... 

x—PI 





MAR 

















t pro- 
orna- 
int of 
ckard, 

Elec- 
\pings 

from 
1 cor- 


| and 


loans. 
| par 
ed on 
) cash 
stock. 
ch 28 
sition 

cash 
urrent 


sonsti- 
is ex- 
esults. 
auto- 
mand. 
ult in 
. 

esin 
avge. 
rower 
rower 
rower 
der 

1 stocks 


shares 
slosely 


rice* 
ange 


-18% 
M13 
n=10%, 
} =91h 
—Ad. 








NOBLITT-SPARKS INDUSTRIES, INC. 









































Neweomers to the N. Y. 8. E. 





UNITED STATES PLAYING CARD COMPANY 






































water automobile heater, a line of popular priced radios, auto jacks, 
ornamental dash boards, hub-caps, electric heaters and many small 
devices which are now a standard part of the automobile. A new 
product is a line of metal chairs that will be in production later in 
the season. Practically every automobile company in the country 
buys one or more of the company's products. 


FINANCIAL POSITION: The company’s only capital obligation is an 
outstanding issue of 237,500 shares of $5 par value common stock. The 
amount of stock outstanding was increased last September by the dis- 
tribution of a 25 per cent stock dividend. The company has an ex- 
ceptionally good dividend record. Some cash disbursement has been 
made on the common stock in each of the past 12 years and in 
addition to the recent stock dividend, other stock dividends ranging 
from 100 per cent to 6 per cent have been made. During the past 19 
years, the company reported profits in each period except 1931 and 
1932. The 1939 balance sheet shows a characteristically strong position 
with cash of $2,666,785, being six times total current liabilities. 


OUTLOOK: The company's line of products is sufficiently well diversi- 
fied to permit the company to do better than the average automobile 
accessory maker in even dull years. There is no indication that 1940 
automobile production will be of sub-normal proportions so it is prob- 
able that the company will make an equally good showing as it did 
last year. A cash dividend of $0.60 a share on the augmented stock 
will be paid on March 30 as compared with $0.40 a share a year ago. 
This payment will probably be the first of the usual annual disburse- 
ments although no set rate is indicated. 


MARKET ACTION:  Noblitt Sparks Market Noblitt’s moves in 
Industries Average relation to avge. 

'37 high to '38 low..... 79% decline 64% decline 23% wider 

"38 low to '38 high 119% advance 716% advance 56% wider 

‘38 high to '39 low... 45% decline 34% decline 24% wider 

'39 lowto '39 high....... 106% advance 44% advance 141% wider 


Average volatility on four moves 23% greater on declines and 98% greater on ad- 
vances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—34. The shares are selling above their 
1939 high based on better than expected 1939 earnings and continued 
favorable prospects for the near term. 


Long-Term Record 


a Net 
Sa Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 

1930 $4.36 $.50 $6.97 $3.00 59 -301% 
1931 2.47 d.10 d1.33 3.00 47fe-125/g 
1932 2.35 d.09 d1.13 .40 2014- 9% 
1933. 3.06 .24 3.21 50 29%- 94 
1934... 5.37 .30 2.02 «1.30 16 -10 
1935 7.76 .56 3.72 1.27% 345/4-131% 
1936 9.35 1.04 6.57 3.6214 45 -26 
Wek... 10.20 92 4.85 3.00 58 -17 
weae.... 5.12 39 2.06 1.00 2614-12 
1939 NF 1.00 4.22 x3.00 3314-1614 


x Plus 100% stock in 1934 and 25% in 1939. d—Deficit. 


/tumbnal Stock, 
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BUSINESS: Noblitt-Sparks manufactures the well known "Arvin" hot | BUSINESS: The company's business is confined almost solely to the 


The best known of the company's line 
are ‘Bicycle’ and "Congress'' playing cards although the company 
makes other brands which are sold within various price ranges. The 
present business is the outgrowth of a company of similar name 
founded in 1894. 


FINANCIAL POSITION: There is no funded debt nor bank loans 
ahead of the 385,773 shares of $10 par value common stock now ouft- 
standing. The company has an exceptionally good earnings record. 
During the past 25 years U. S. Playing Card Co. has never reported 
an operating loss. In recent years, sales have ranged between just 
less than $7 million to slightly above $7.5 million, indicating the un- 
usual stability of consumer demand. As of December 31, 1939, the 
company's balance sheet showed a current asset ratio of better than 
15 to | and cash items of nearly $5 million as compared with total 
current liabilities of $565,794. Cash items at that time consisted of 
$1,885,386 in currency and the remainder mostly in U. S. and Cana- 
dian Government bonds. In keeping with an impressive earnings record 
and financial position, the company's dividend record has been equally 
as good. The stock of $10 par value is the result of several reductions 
in stated value first from $100 to $20 in 1922 and later to $10 in 1927. 


OUTLOOK: There is no indication of an immediate decline in U. S. 
Playing Card Co. sales. The products are favorably regarded by the 
public, and with rising consumer buying power it is probable that the 
company's more expensive cards will be in increasing demand. Last 
year's dividend payments of $2 regular and $0.40 extra will probably 
be maintained if not improved. 


manufacture of playing cards. 


MARKET ACTION: U. Po 5 ine Market U.S. P. moves in 
| d Co. Average relation to avge. 
'37 high to '38 low. “a ; decline 64% decline 39% narrower 
| '38 low to '38 high....... 51% advance 76% advance 33% narrower 
‘38 high to '39 low....... 11% decline 34% decline 66% narrower 





‘39 low to '39 high....... 33% advance 44% advance 25% narrower 


a volatility on four moves 41% narrower than M. W. S. index of 309 common 
stocks, 


COMMENT: Recent price—36. Sales record of the past six years 
indicates the lack of dynamic growth possibilities although consistent 
earnings guard against wide market fluctuations of share prices. 


Long-Term Record 


Net Net 
Sales Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1930 NF $1.21 $3.02 $4.25 91 -45 
1931 NF 62 1.56 2.8714 50 -19 
1932 NF -11 27 1.75 24- 10 
1933 NF 41 1.04 1.00 2714-9 
1934 $7.67 .80 2.03 1.25 3314-17 
1935 7.53 -70 1.78 2.25 39 + =-295%, 
| 1936 7.40 66 1.66 2.25 39 -26% 
1937 7.53 83 2.11 2.00 3454-19 
1938 7.67 -93 2.41 2.00 3214-2114 
1939... 7.80 -96 2.53 2.40 38 -281%4 


NF— Not onli. 








Growth Through Filling Basie Needs 


GENERAL MILLS 


BY STANLEY 


ies fourth of a series of articles on companies whose 
chief point in common is the production and sale of a 
staple product enjoying wide consumption, this discus- 
sion deals with a concern which, like others in the group, 
boasts an extended record of uninterrupted earnings and 
dividends. By way of contrast, however, its profits last 
fiscal year, instead of hewing to the line of the preceding 
decade, skyrocketed in an entirely unprecedented man- 
ner. For the year ended May 31, 1939, General Mills 
reported net income equal, after pre- 


DEVLIN 


year by farmers for livestock feeding purposes or Goy- 
ernment subsidization of flour exports at times have a 
large influence. By and large, though, the size of the 
crop and the profit margin, or what the trade calls the 
“conversion factor,” are the principal determinants of 
earnings. 

That is not to say, of course, that the management 
factor is not of importance. There are a good 4,000 
independent millers in this country and though General 

Mills is more than twice as large as 





ferred dividends, to $7.69 per com- 
mon share, up 84 per cent from the 
$4.17 of the preceding year and 59 
per cent from the previous all time 
record of $4.83 in fiscal 1930. 

In the words of the company’s an- 
nual report, “an unusual combination 
of certain favorable conditions con- 
tributed materially to the increase in 
earnings.” Among the more important 
of the factors thus referred to were 
unexpectedly heavy demand and good 
price levels for animal feeds, an excel- 
lent sales gain for such trade-marked 
items as “Wheaties” and “Bisquick,” 
a sizable wheat crop and well main- 
tained prices for principal packaged 
food lines. 

Are these or a like combination of 
factors likely to sustain earnings or 


The companies 


because— 
since 1929. 
in 1929. 


dends regularly. 


three years. 


series of articles are outstanding 
1. They earned money every year 
2. They earned more in 1939 than 
3. They have been paying divi- 
4. As a group they paid 50 per cent 


more last year than in 1929. 


5. Most are selling considerably 
below their highs of the last two or 


its nearest competitor, it enjoys no 
monopoly. One earmark of aggressive 
and wide awake management is con- 
stant and productive research activi- 
ty and here the company has blazed 
the trail for the rest of the industry. 
The culmination in the fiscal year 
1939 of an extended period of inten- 
sive research resulting in the intro- 
duction of a number of new and pro- 
fitable trade-marked items was prob- 
ably as responsible for the year’s profit 
showing as the factors mentioned a 
few paragraphs earlier. 

Take, for example, the company’s 
everyday processing operations. Mod- 
ern flour is a blend of various grades 
and types of wheat in numerous mix- 
tures. There is the hard winter grain 
of the Southwest which goes mainly 
into bread flour, the soft winter wheat 


covered in this 





result in another comparable boost 
for the current year? Possibly not, 
for the 1939 wheat crop was considerably below that of 
1938, though the company may have beaten the gun 
a bit through early buying. However, earnings can be 
no more than “guesstimated” at best since the company 
issues no interim reports. 

The wheat situation is a factor to be borne in mind 
because flour milling is essentially a service enterprise. 
Profits thus tend to vary with competitive conditions 
and the size of the wheat crop rather, as in most other 
businesses, with dollar sales and finished product prices. 
Because wheat and flour prices move together and since 
inventory risks are pretty well eliminated through hedg- 
ing operations, earnings depend largely on physical vol- 
ume and unit margins. Such extraneous influences as 
variations in the proportion of the crop retained each 
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of the Midwest for biscuit and pastry 
flours, durum and hard spring wheat from Montana, 
Minnesota and the Dakotas, used for making spaghetti 
and macaroni, and the Pacific Coast white wheat for 
cracker and other flours. No one grade is ever used 
alone, however, and chemistry has come to play an im- 
portant part in determining the mix. 

Moreover, since each new wheat crop presents a brand 
new set of problems, General has gone in for such things 
as an experimental farm, wheat surveys, and mill testing 
laboratories all reporting their findings to the central 
laboratory of the Products Control Department in Min- 
neapolis. To the same end, it has also gone in for an 
experimental mill where regulation and improvement of 
flour quality are subjects of continual study and where 
new departures in milling machinery are given a 
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tryout before being installed in any of the regular mills. 

General Mills has carried the research idea not only 
into production but into sales promotion as well. Hence, 
its creation and testing of its own radio programs; hence, 
also, its operation of a baking school and other activities 
that have placed it in the forefront of companies noted 
for their merchandising technique. That all this has 
paid off in tangible results is attested by the wide 
acceptance enjoyed by the company’s family and bakers’ 
flours, including “Gold Medal Kitchen Tested,” “Red 
Star,” “Rex” and “Crosby’s Best,” of its packaged foods 
such as “Wheaties,” “Bisquick,” “Softasilk” cake flour 
and “Corn Kix,” and of its commercial feeds, widely sold 
to farmers under the “Larro,” “Gold Medal” and 
“Sperry” trade names. 

Extensive advertising, backed by market research, 
eases the way for the extensive sales force that contacts 
the baking trade, chain stores and jobbers, and for the 
company’s 100-odd “farm service” stores that sell feeds 
and flour throughout rural sections of the country. And, 
since any salesman will tell you when really pinned down 
that any amount of quality patter is useless if the price 
is not right, the marketing job has been made easier 
through plant locations that permit the company to 
follow a competitive price policy. Its 30 mills, having 
a daily production capacity of 74,350 barrels of flour, 
5,620 tons of feed and 864,000 pounds of cereals, are 
advantageously located with respect to principal con- 
suming areas; also, decentralization of operations 
throughout 22 cities and 16 states makes for an inde- 
pendence of crop conditions in any single producing area. 


A New Wrinkle in Public Relations 


A leader in marketing methods and a trail blazer in 
scientific production, General Mills is also a news-making 
innovator in its relations with stockholders, a branch of 
public relations that increasingly is becoming recognized 
as among the most important. The new wrinkle that 
the company has introduced here—and one, incidentally, 
that might well be followed with profit by other con- 
cerns—is the idea of multiple stockholders meetings. The 
scheme occurred to the management when only three 
shareholders turned up at the company’s formal annual 
meeting in Wilmington, Delaware, Jast summer. Believ- 
ing that the owners of the business should have an oppor- 
tunity to hear how it is run, and that if they cannot 
come to the meeting, the meeting should come to them, 
there was planned and carried out early this year a 
series of informal gatherings in Detroit, Los Angeles, 
San Francisco, Chicago and New York; three more will 
be held in other centers. Stockholder response was alto- 
gether gratifying, turnout in the various areas ranging 
from 25 to 35 per cent of those invited. Slide illustrations 
of plants, products and processes were followed by in- 
formal discussion among officers and owners. 

General Mills way of doing business has more than 


. the mere theory of enlightened management to commend 


it; it has paid off in cold cash. Whether the new high 
earnings rate established last year can be fully main- 
tained or bettered from here on has yet to be proven, 
but even before that the company’s annual earnings 
statements made consistently pleasant reading. Lowest 
profit ever reported was $3.40 per common share for 
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tT YEARS ENOED MAY 3! 


1936. Dividend record has been no less noteworthy for 
ever since the company’s formation and straight through 
the depression-ridden ‘thirties, 75 cent payments have 
gone out to equity shareholders every quarter. A 50 
cent extra was distributed in the final period of the 1939 
fiscal year and, beginning with the first regular distribu- 
tion of the present fiscal year, a new quarterly rate of 
8714 cents was established. 

One aid to common share earnings from here on will 
be lower preferred dividend requirements as a result of 
retirement, as of the turn of the year, of all the company’s 
former issue of 6 per cent preferred and its replacement 
by a new 5 per cent issue. The saving will amount to 
33 cents annually on the common. Giving effect to this 
operation, capitalization consists of 223.057 shares of 
the new 5 per cent $100 par preferred (callable at $125 
until December 31, 1940, and decreasing $1 annually 
thereafter until the call price is 115), and 665,054 shares 
of no-par common. The company has no funded debt 
outstanding nor, at the end of its last fiscal year, did 
it have any bank loans. Financial position, as of the 
same date, was strong, current liabilities of $6,861,000 
being nearly twice covered by cash alone of $13,255,000, 
while total current assets amounted to $37,853,000. In- 
ventories, though up substantially from year earlier 
levels and approximating those of the end of fiscal year 
1937, were not a danger source in view of the company’s 
hedging operations. Fixed property is carried at $22,- 
599,000, some 44 per cent of original cost having been 
written off to depreciation. Intangibles are carried at 
a nominal $1. 

The company has enjoyed notably satisfactory labor 
relations and is fortunate in the respect that wages 
account for only about (Please turn to page 768) 
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safeguard and increase your cap- 
ital. With a decisive move de- 
veloping, the months ahead will 
represent an outstanding period 
during which to recover your 
losses and build up your security 
account. 


457s Points Profit 
To Date This Year 


457g points profit has been made 
available on our short term and 
longer term advices closed out 
this year. This supplements our 
1939 record showing 27% profit 
after deducting losses 
in our Unusual Opportunities, 
Trading Advices and Bargain In- 
. on the commitments 
recommended 


dicator . . 
closed out 
We look for- 


ward to maintaining and improv- 


and 
during the year. 


ing this profit record. 


Over coming months, when ju- 


dicious action can mean so much to your financial wel- 


fare, we urge that you avail yourself of Forecast service. 


Profit in New Market Move 


i 
es the balance of 1940, FoRECAST counsel 
should prove of material advantage to you in con- 
ducting a specialized market and investment program to 


ties. 


Its staff, with years of practical training and ex. 
perience, has profitably served investors and traders in 
previous situations like the present. 





i 








ee 


A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive the following comprehensive service 
designed to meet your investment and 
business needs and objectives : 

1. Security Advisory Service 
Scientifically arranged programs to take 
advantage of short, intermediate and 
major market movements with 
definite advice as to what and when to 
buy and when to sell. 

Telegrams on all recommendations for 
short-term profit . . . as included 
in our Trading Advices, Bargain Indi- 
cator and Unusual Opportunities. 
Consultation by wire and by mail is open 
at all times. 

2. Business Service 

Concise weekly review of current situ- 
ation with latest factors and prospects. 
3. Commodity Service 

A weekly digest of general position and 
forecast of leading commodity trends. 
4. Washington Service 

Weekly reports on legislative and_poli- 
tical developments and their effects. 


\ What and When to Buy and 
| When to Sell 


Through our short term advices 
of what and when to buy and 
when to sell, you can take ad- 
vantage of important 
movements with the object of 
securing profits to increase your 


market 


capital and equity. You can also 
gradually lay the foundation for 
investment profit and income 
through our longer term recom- 
mendations. All commitments 
made on our advices are kept 
under our continuous supervi- 
sion . you are definitely in- 


formed 


expand your position. 


when to contract or 
FORECAST recommendations will 
be concentrated in securities 
selected to outstrip the market 


in its next upsurge and future 








- advancing phases of this recov- 





Free Service 
to May 1! 


In the field of security guidance and prediction of mar- 


ket trends, Tue Forecast has established an outstanding 


record ... over 22 years... 


of data. unique business contacts and widespread facili- 


. with its authoritative sources 


erate fee. 











SERVICE TO START AT ONCE BUT DATE FROM MAY 1, 1940 


ery market. 

As we are especially desirous of serv- 
ing you during the vital period ahead, 
we extend to you our new special of- 


fer of Free Service to May 1. By that date, your profits 
through our counsel should more than cover our mod- 











90 BROAD STREET 


O UNUSUAL 
OPPORTUNITIES 


O TRADING 
ADVICES 


O BARGAIN 
INDICATOR 


NAME 
ADDRESS 





SME sg Seb Rkl wie eu ea Sesh bah es anes 


CABLE ADDRESS: TICKERPUB 


I enclose (1) $75 to cover a six months’ test subscription C] $125 to 
The Investment and Business Forecast starting at once but dating from May 1, 1940. 
that regardless of the telegrams I select, I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 
Private Code after our Code Book has had time to reach you.) 


Dividend-paying Common Stocks for Profit and Income. 
month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


Low priced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital a 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. One or two wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital suf- 
ficient to buy 10 shares of all recommendations on an outright basis. 


PY Oe ROTC ee ees ae 
Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 


NEW YORK, N. Y. 


cover a full year’s subscription to 
I understand 


(Wires will be sent you in our 


One or two wires a 


Free Air Mail 
Service 


() Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 
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Developments since our last issue have tended 
somewhat to lessen hopes of an industrial up- 
turn in March. Better weather and a more than 
normal seasonal rebound following the week em- 
bracing Washington's Birthday brought a frac- 
tional rally in per capita Business Activity, 
but this was followed promptly by a sharp drop 
to a new low for the current recession, occa- 
sioned mainly by considerably less than normal 
seasonal improvement in steel operations and 
the volume of automobile assemblies. 


* * * 


According to the Bureau of Foreign and Do- 
mestic Commerce, New Orders booked by 
producers in January were 10% ahead of De- 
cember, and 22.1% above the previous year 
compared with an increase of only 14.6% for 
December. From the same source, however, 
it is learned that the total physical volume of 
Inventories held on Dec. 3! by manufacturers, 
wholesalers and retailers was at approximately 
the 1937 peak; while the National Industrial 
Conference Board reports a further increase of 
3% in manufacturers’ inventories during the 
month of January. This raises the question as 
to whether the apparent pick-up in New Or- 
ders can be maintained in the absence of at 
least some degree of liquidation of inventories. 
It is noteworthy that in 1938, and again in 1939, 


(Please turn to following page) 
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CONCLUSIONS 


INDUSTRY—Current inventory posi- 


tion appears ample. 











TRADE — Early Easter and better 


weather help retail sales. 


COMMODITIES—Spot prices at new 


lows since outbreak of war. 


MONEY AND CREDIT—Commercial 


loans register good gains. 
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t1O WEEK RUNNING AVERAGE OF 140 CITIES 
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Federal Reserve 


CREDIT 


DEPOSITS 

















Business and Industry 








Date 


Latest 


Month Month 


Previous 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION(a) 





INDEX OF PRODUCTION AND 
TRADE (b) 


Durable Goods 
Non-durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


109 119 





95 
95 
88 
98 
93 
97 
87 


92 
92 
84 
96 
92 
93 
85 





WHOLESALE PRICES (h) 


78.6(pl) 79.4 








INVENTORIES (n. i. c. b.) 
Raw Materials 
Semi-Finished Goods.......... 
Finished Goods 


COST OF LIVING (d) 





Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing value of dollar 





93.0 
89.6 
114.6 


93.4 
86.0 
114.5 








NATIONAL INCOME (em){....|__ 


85.4 
78.8 
86.6 
73.0 
85.8 
96.9 
117.1 


85.8 
79.8 
86.6 
73.2 
86.0 
96.9 
116.6 





$6,051 


$6,890 





CASH FARM INCOME} 
Farm Marketing 
Including Gov't Payments....... 


Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


$607 $710 
733 

8,518 
101 
129 


83 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable goods 








FACTORY PAYROLLS (f) 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f)...... 
Chain Store Sales (g) 
Variety Store Sales (9) 
Rural Retail Sales (j) 
Retail Prices (s) as of 





90 
114.0 
119 
134.5 
92.3 





FOREIGN TRADE 
Merchandise Exportst 
Cumulative year's total} to 
Merchandise Imports t 
Cumulative year's total t to 


| RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures *. . 





Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return %.............. 





BUILDING Contract Awards (k). 
F. H. A. Mortgages 
Selected for Appraisalt........ 
Accepted for Insurance t 
Premium Payingt 


$368.6 
3,176.9 
242.0 
2,318.1 


345,498 
257,341 
31,551 
45,567 
74.48 
3.33 


87 
108.8 
115 
120.0 
89.1 


$212.9 
3,094.4 

178.2 
1,960.4 


305,779 
232,946 
29,040 
32,947 
76.18 
2.41 








$200.6 


84.5 
45.0 
51.6 


$990.9 


86.2 
41.2 
44.4 


| 
| 
| 
| 





Building Permits (c) 
214 Citiest 
New York Cityt 
MOM RBs lois 








69.4 
21.1 
90.5 


58.2 
23.2 
81.4 





Engineering Contracts (En){... 


203.8 


270.9 


| 
| 


(Continued from page 759) 


the Federal Reserve Board's index of industrial 
production dipped below The Magazine of 
Wall Street's index of business activity (with- 
out secular adjustment) before recovery set in. 
In February the F. R. B. index, at 109, was still a 
point above the M. W. S. index—thereby sug- 


gesting that inventory liquidation has not yet been | 
all that could be desired. Of course it is always | 
possible that prospects of rapidly rising wages or 


prices (not a nearby probability at present writ- 


ing) might lead to.a premature upturn in produc- | 
tion, but this would only add to inventories | 
which are already ample; thereby sowing the seeds | 
of another major depression. It would be far better | 


for all concerned if the present mild recession 


were allowed to run its course until current inven- | 


tories have been at least partially worked off. 


* * * 


National income paid out (received by in- | 


dividuals) in January was 6% above last year; 


with payrolls up 5%, relief payments down 18% 
and dividend declarations rising 17%. Farmin- | 
come in January, including Government subsidies | 


(which increased 200%), was 16% larger than 
for the like month of 1939. Factory employ- 
ment in January, though 2.3% below December, 


was 14.5% above last year; while payrolls were | 


up 18%, owing to more work-hours. Wholesale 
sales in January were 10.3% above the like 
month of the previous year, against a rise of only 
4.4% in December. Chain store sales in Feb- 
ruary, despite the extra business day, reported a 
gain of only 11.8% over last year compared with 
a 12.4% increase in January. Wariety store 
sales gained 6.5%, while mail order sales 


jumped 20.5%. Owing partly to the earlier | 


Easter this year, department store sales in the 
week ended March 2 were 6% above last year, 
against a gain of only 3% for four weeks. 


* * « 


While the margin of increase over last year in 
carloadings has narrowed recently to around 
10%, railroad gross operating revenues in Janu- 
ary were 13% above last year; while n. o. i. in- 
creased 37%. There is still hope that legislation 
moderately helpful to the railroads may be enacted 
at this session of Congress. 


* * * 


Owing to continued vitality in private build- 
ing, construction activities are holding up well 
this year, despite the tapering off in public awards. 
Construction contracts awarded during February 
in 37 states east of the Rockies, were only 9% 
below last year, thanks to a 9% gain in privately 
financed projects. Building permits granted 
in January were 28% below last year, including 
a 13% decrease in residential permits. The poor 
showing was doubtless due partly to stormy 
weather. Engineering construction awards in 
the week ended March 7 wete 7% above last 
year (including a 62% jump in private awards); 
compared with a 12% rise in private awards, and 
7 21% decline in public awards, for the year to 

ate. 
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a Latest Previous 
a _ Month Perit PRESENT POSITION AND hecpenesgieh 
: | ‘STEEL 
a Ingot Production in tons * 4,375 5,620 Daily average retail sales of automobiles in 
5K Pig Iron Production in tons* 3,311 4,032 February were 31% ahead of the like month of 
at Shipments, U. S. Steel in tons*. .. . 1,009 1,146 1939. The month's production in the U. S. and 
' > 2 —— Canada tan close to 400,000 units, with the cur- 
; AUTOMOBILES rent quarter's total expected to reach 1,300,000— 
Production 22% ahead of the first quarter of 1939, and 12% 
trial Factory Sales 432,101 452,142 342,168 above the fourth quarter against a normal seasonal 
= of 3,577,292 2,489,085 decline of 4.5%. 
re Registrations erg 
rte Passenger Cars, U. S. (p) 220,000(pl) 260,216 164,942 
till a Trucks, U.S. (p) eee. tee mye Lumber orders in th k ended March 2 
SPP IA Wot RBIS AE is orders in the week ende arc 
tha PAPER (Newsprint) were 14% above last year, compared with a gain 
ee Production, U. S. & Canada* (tons).| Feb. 313.3 335.2 of only 10% for the year to date. During the 
: ys Shipments, U. S. & Canada* (tons).! Feb. 991.3 325.2 month of February, domestic railroads ordered 
- Mill Stocks, U.S. & Canada* (tons).| Feb. 914.4 199.4 1,172 freight cars, 18 locomotives and 15 
a8 i | dee facts w rind Bet sie 8 passenger cars; compared with 2,004, 3 and 0, 

uc- a : . 

, LIQUOR (Whisk respectively, during the like month of 1939. 
nes | + meg meme 10,021 8,033 Inquiries are in the market for 3,240 freight cars, 
zeds | Withdrawn, Gals. * 5,500 7,104 5,007 52 locomotives and 62 passenger cars. Western 
etter Stocks, Gals. * 469,004 465,018 470,251 railroads are considering co-operative purchases 
ta Rear ee ee SRR 5s FS RN 6 ae 2 RN freight cars of — a of eo 

’ ‘GENERAL lesign—at a resulting saving of around 20%. 
Paperboard, new orders (st). ......| 398,125 393,123 342,408 | 
Railway Equipment Orders (Ry) age ee 
i 18 28 3 hiatadiitel : i bi J 
¥ Fraiaht Core 1,172 9209 2,004 _ Industrial consumption o tuminous coal 
in- | Destiinber'Con 15 5 0 in February was 12.5% lower than during January 
oa | Cigarette Production 14,568 12,803 13,863 ee ae of a coal on February 1 

a Bituminous Coal Production  (tons).. Feb. 39,270 44,940 34,134 yp eo sz to a 31 rt ayn agg — 
lies 1 Boot and Shoe Production Prs. * Jan. 33,744 28,412 33,561 ctober 1, ren F "0 American output of 
a Portland Cement Shipments * 3,889 6,791 5,640 er during Fe nas 16.5% above 
~ Commercial Failures (c) 1,042 1,237 1,209 ast year, against a two-months’ increase of 17.9%. 

! 
Der, | Pa emer meee Some — a = 
ere | WEEKLY INDICATORS 

ag Latest Previous y i: : 
ot r ear 
an | ee ee Date Week Week Ago PRESENT POSITION AND OUTLOOK 
eb- | | M. m6. INDEX OF BUSINESS: : Ree aed 
da A VITY 1923-25—100..... Mar. 9 91.7 92.9 84.0 - 

A ad os mai ae ni 1 
i. ; 9.479 9.938 cession on a seasonally adjusted basis since the 
ier | eyereace ‘ae tei ' ’ last week of December. This would seem to in- 

Dita ig eq Mat te Pee | _ dicate that consumption by householders and for 

9 gc caps yam 620.997 634,410 588.496 commercial use has been expanding enough to 

vad adings, tore 30'548 35'393 93.994 counteract the demand for industrial purposes. 
193399 199904 114.998 er ve indications are that moves to reintegrate 

Hace brie 31 564 39.969 25.951 olding companies under the Utilities Act will be 
Manufacturing & Miscellaneous... .| 255,961 256,124 239,191 ncaa ra a = pn, so that 

in L. C. L. Mdse 149,991 149,550 152,408 priaidlgiesateony Sp sgt ccc —_— a 
w a 1: ious a oe a De finally enforced. eanwhile it is 

always possible that a shift to the right in public 

a STEEL PRICES opinion may lead Congress to amend provisions of 
in- | Pig Iron $ per ton (m) 22.61 22.61 20.61 ; Pp 
a pi ocaay hata pret 16.71 15.08 the law which threaten ultimate loss to investors. 
ed | Finished c per Ib. (m) 2.261 2.286 egies 

q i a 

| Mh ol putes ha goed pia aoe Steel operations, though seemingly stabilized 
| 3 of Capacity week ended (m : at the moment, may decline farther; since new 
CAPITAL GOODS ACTIVITY, orders continue at scarcely 45% of capacity. 

. | (m) week ended hiliee: 15.1 ast egos saad be barons currently to 
> ittle more than of total shipments. 

Is. PETROLEUM 

ry Average Daily Production bbls. * Mar. 3,798 3,353 ei isehete 

Jo | Crude Runs to Stills Avge. bbis. * Mar. 3,450 3,445 3,191 . 

ly | Total Gasoline Stocks bbls. * 99,397 98,364 85,964 President J. Howard Pew, of the Sun Oil Co., 

J | Fuel Oil Stocks, bbls. * Mar. 75,787 75,698 80,923 | estimates that war demand for gasoline in the 

is | Crude—Mid-Cont. $ per bb! | Mar. 15 1.092 1.02 1.09 event of “‘total’’ warfare in Europe would amount 

or | Crude—Pennsylvania $ per bbl....) Mar. 15 2.23 2.23 1.48 to only 4% of our current production. 

ly | Gasoline—Refinery $ per gal ~ 15 06% 06% 055 

. +—DMillions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long | 

); term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. .(d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 

a, Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News Record. (f}—1923-25—100. (g)— | 

i Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—Iron | 

Age. (n)—1926—100. (n. i. c. b.)—Nat. In. Conf. Bd. 1936—100. (p)—Polk estimates. (pl)—Preliminary. (r)—Revised. (Ry)—Rail- 
way Age. (s}—Fairchild Index, Dec., 1930—100. (st)—Short tons. | 
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Trend of Commodities 


Spot commodity prices last week broke out of the narrow recent analysis of buying trends in metal-working firms in & 
range in which they had held for. the past six weeks and de- Detroit prepared by Iron Age. In February hand-to-mouth § 
clined to the lowest levels since the outbreak of the war. buying rose from 7 to 14 per cent; 30-day buying was up # 
The cessation of the Russo-Finnish war and peace rumors in from 8 to 13 per cent; while 60-day buying declined 2 per 
the main were responsible for the drop. Another factor cent; and ay — decreased from 35 per cent to 29 
were the growing doubts as to the imminence of a reversal per cent of the whole. The six-month group accounted for 


in the recent trend of domestic business. Particularly signi- only 8 per cent. In all 63 per cent of the buying was for the 





























































































































ficant and bearing on the trend of commodities is the most short term as compared with 53 per cent in January. 
8 
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: 
to 
2 
8 Fi 
: 3 
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? ‘sit 
1940 AMJJA JFMAMJ JASON | 
h 
Changes in Major Commodity Price Groups for the Fortnight Ended March 9, 1940 \ 
Farm Products................... 68.5 down 0.9 OB Sittin ois 5 <2 60 93 554 0.0 0 0:8 95.5 up 0.2 _— 
“oon ie ead apes aaa 69.9 down 1.1 * Building Materiel................ 93.3 up 0.3 RA 
Hides and Leather............... 102.4 down 0.3 TOD Bvicscssccvceccese ees 77.5 down 0.2 
ee re os an ago tsb 73.3 down 0.9 Housefumishings................. 89.6 up 0.1 f 
Fuel and Lighting................ 72.8 down 0.2 Miscellaneous..:................ 76.8 down 0.4 ( 
: ‘ 
we 
f 
Latest Previous Year — 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK HI 
f 
‘ 
COTTON Cotton. Prices reacted along with the decline 
Price cents per pound, closing in the securities markets and other leading com- = 
PS ie chek aka se oss ae Mar. 16 10.67 10.90 8.23 modities as trading interest subsided following the RL 
BRM 4.7 se ond shies kd oo esni9sA a: 078 Mar. 16 10.44 10.55 8.02 more peaceful turn in European developments. 
MEE Jib as Stats gai ekgt eins Yan W's e:3.9 Mar. 16 10.77 11.03 8.98 Late news featured the report that Japan was plan- 
(In bales 000's) ning to increase substantially its takings of Amer- ( 
Visible Supply, World........... Mar. 16 (X) OOo 5s Ses ican cotton owing to the small Chinese crop. 
Takings, World, wk. end.......... Mar. 16 (X) Pe EO ae Shipments to China also have recently shown a 
Total Takings, season Aug. 1 to....} Mar. 16 (X) Cees. bee ak sizable increase. Total exports in the latest week 
Consumption, U. S.............-- Feb. 663 730 563 were 159,684 bales, or about double those a year 
Exports, wk. end. ............... Mar. 15 152 126 77 ago. Domestic consumption in February amounted i 
Total Exports, season Aug. 1 to..../ Mar. 15 4,966 4,814 2,663 to 662,659 bales, an increase of more than 100,- ra 
Government Crop Est. (final). ..... 1939 TEU. teens 11,943(ac)} 000 bales over February last year. | 
Active Spindles (000's).......... Feb. 22,804 22,872 22,533 Re ee 
Wheat. Wheat prices moved over a wide | 
WHEAT range during the past week, as traders sought to me: 
Price cents per bu. Chi. closing appraise the significance of new peace moves on ra 
RE is aay och ans 54055 ,0 Mar. 16 101% 104 67 the one hand and continued poor crop growing | 
July..... eee seeeeeeeeeseeece Mar. 16 99%, 102 671% | reports on the other. Near the close of the past 
Exports bu. (000's) since July 1 to.| Mar. 9 94,096 90,031 104,569 week reports of moisture over most of the North 
Exports bu. (000's) wk. end....... Mar. 9 3,995 4,318. 1,373 American wheat belt coupled with the decline in Bs: 
Visible Supply bu. (000's) as of...) Mar. 9 98,179 99,150 81,761 the stock market depressed wheat price sharply St 
Gov't Crop Est. bu. (winter) (000's).) Dec. 1 399,000 «séee+ 563,431(ac)| and on Saturday a mild rally was registered. The | 
bearish implications of the large stock of loan 
CORN wheat are modified to a large extent by the poor 
Price cents per bu. Chi. closing crop prospects at the present time. 
DANG isa 6 athe wea Viateia Ores b's Mar. 16 55%, 56% 41 Be eae 
SO. ons Loa ve ne yees eae oss Mar. 16 565% 573% 4834, Corn. Although exports have dropped to a 
Exports bu. (000's) since July 1 to...| Mar. 9 23,789 23,247 61,228 very low level, foreign interest appeared to be - 
Visible Supply bu. (000's) as of...) Mar. 9 39,327 39,437 45,032 reviving. Exports to Scandinavian countries 
Gov't Crop Est. bu. (000's) (final)..| 1939, 2,619,137 —....... 2,562,197(ac)| particularly appear scheduled to pick up sharply. ref 
Prices have held to a narrow range. im 
762 THE MAGAZINE OF WALL STREET MA 
























































































































































Latest Previ Y 
il Die”) WE bre. Wk vi Ato PRESENT POSITION AND OUTLOOK 
| firms in Bl 
to-mouth Hi : ; 
3 was “ 4 | igi wien th: Copper. Analysis of the copper figures for 
P ‘ February leaves rather sobering implications. 
ed 2 per #) plasty AGE is ee a Mar. 16 11.50 11.50 11.25 Contrary to earlier expectations of shipments 
tto 29 ff Esmortet, a. & NLT. 6. ee ones Mar. 16 11.50 ie oe ss. oe nance P 
vied £,, [| Refined Prod., Domestic (tons)....| Feb Ont. aah. s0.8a | NEE OR tee, Steals ear eee 
inted for | Refined Del., Domestic (tons). .... Feb. 63,21 5 71 ‘498 48,067 only 63,215 tons, a drop from the January level of 
is for the Hl Refined Stocks, Domestic (tons)....| Feb. 29 145,393 135,441 308,958 ta i soma - Stee oe" ve se See 
Y: Refined Prod., World (tons)....... July 150,236 173,205 130483 | Ooo Econ pray ae i rn hao 
————- | Refined Del., World (tons). -...... July 181,487 180,433 177,580 ee ‘Whenclarsink. iocaleted last wank that Geost 
= i Refined Stocks, World (tons)...... July 31 490,419 513,670 523,196 Britain was contemplating the “tlithimieh aha = 
| TIN contraband port in the Far East to stem the ship- 
ae ED Price cents per (6. N. Y.......:5. Mar. 16 47.00 47.875 46.15 — of — reg to Russia, then to 
Tin Plate, price $'per box........ Mar. 16 5.00 5.00 5.00 jermany, via we Facwic, 
is WE World Visible Supplyt as of...... Feb. 29 33,148 35,573 40,035 e eae 
ee U. S. Deliveriest..........--++.- Feb. 4,105 9,780 6,600 Tin. The announcement by Great Britain that 
U. S. Visible Supplyt as of ....... Feb. 29 11,761 16,202 15,619 tin purchased for shipment after March 25 would 
lA have to be paid for with sterling at the official rate 
LEAD of $4.04 was followed by inability df domestic 
2 2 Price cents per Ib., N. , ee Mar. 16 5.25 5.25 4.85 buyers to purchase tin eligible for payment by free 
U. S. Production (tons)........... Jan. 49,683 45,615 41,507 sterling. Expectations are that tin prices will de- 
a gy ic U.-S. Shipments (tons).........-.- Jan 39,875 44,881 40,189 cline to compensate for the higher sterling rate. 
a Stocks (tons) U. S., as of.......... Jan. 31 68,539 58,777 117,214 Bes 
Am ZINC Lead. Responsible interests in the trade re- 
Price cents per Ib., St. Louis....... Mar. 16 5.75 5.75 4.50 gard the fundamental position of lead as: favor- 
tt U. S. Production (tons)........... Feb. 54,532 57,158 44,277 able. Consumption is keeping pace with output 
U. S. Shipments (tons)..........-- Feb. 53,048 57,551 42,639 and demand in the near future is likely to be fav- 
ome ie Stocks (tons) U. oi; MOS 5 oii Feb. 99 67,086 65,602 128,407 ored by a seasonal impetus. 
LA fsx fy 
Te Price $ per Ib. Japan xx crack..... Mar. 16 2.97 2.99 2.31 Zine. Buying interest continues light but de- 
Mill Dels. U. S. (bales), season to..| Feb. 22,485 29,506 33,219 mand appears due for an early pick-up. Méan- 
Visible Stocks N. Y. (bales) as of..| Feb. 29 50,306 59,225 38,178 while statistical position of zinc is comfortable. 
RAYON (Yarn) ; wih acm 
Price cents per Ib.............-.. Mar. 16 53 53 51 Silk. Silk prices declined 2 cents during the 
Consumption (a)............s-c00- Feb. 29.7 31.4 95.7 past week. Japanese exports were down: sharply 
RORPNS MAGN UM)i a's s 6s. 5.0 «:<iyeie mee Feb. 31 8.3 7.0 39.6 in the first half of March and estimates of domestic 
rey psa a garter of oo range pe > 
s ales which would compare with actua 
Price cents per Ib. tops, N. ¥...... Mar. 16 104 106 85 mill takings of 22,485 bales in February and 
Ook 37,863 bales in March last year. 
| HIDES 
Price cents per Ib. No. 1 Packer...| Mar. 16 12.75 13.00 10.00 be : 

“ Visible Stocks (000's) as of....... Feb. 4 12,996 12,862 13,602 Wool. The new season, which starts April 1, 
lecline No. of Mos. Supply as of........ Feb. 1 36 7.3 8.1 will probably have the smallest carryover of wool 
ng the ; “2 recent years. on nape this — 

RUBBER owever, may show some decline from 1 

= Price Canis per lO. ic. est. 8 Mar. 16 18.31 18.72 15.80 levels. Mea 
me ca eS 5 eee ee Feb. 43,088 72,496 36,490 

aol Consumption, U.S.f.........6...- Feb. 49,832 54,978 42,365 Hides. The decline in futures over the past 
~—- SNE: SME OF 5 Fos os vec a wee'e's Feb. 29 148,776 156,830 217,534 week had a stifling effect upon buying interest. 
§ _ , Tire Production (000’s)........... Jan. 4,977 4,419 4,464 | Packers’ sales were estimated at about 20,000 
piesa Tire Shipments (000's)..........-- Jan. 4,277 4,740 4,057 hides. March shoe production is expected to be 
miu Tire Inventory (000's) as of........ Jan. 31 9,389 8,688 8,932 somewhat under the level of a year ago. 

100, COCOA *h, eran 

Price cents per Ib. May.........-| Mar. 16 5.30 5.42 4.41 Rubber. Consumption of crude rubber in 
id Arrivals (thousand bags).......... Feb. 438 362 633 February totaled 49,832 long tons, a decline of 
aM . Warehouse Stocks (thousand Ibs.)..} Mar. 15 1,080 1,089 1,098 9.49% from January we = 17.6 — Febru- 
i 1%, 
— COFFEE pond Poa se a yr ae pry tt a 
site Price cents per Ib. (c)..........-. Mar. 16 1% Tih 7¥g| year ago. 
Noth Imports, season to.............6- Feb. 29 9,132 8,117 9,199 ets Aaa 
eae U. S. Visible Supply (bags 000's)..| Mar. 1 1,543 1,452 1,506 Sugar. aes pee: of foreign eat 
titi 
haply | 1! SUGAR ieee pectin Beanie gf ryan oo 
: ‘sand Price cents per Ib. picked up sharply. Greece and Turkey were re- 
esl PES ee SA OSE i Smear Mar. 16 2.80 2.80 2.85 ported to have placed orders for 7,000 tons last 
daietid Refined (Immediate Shipment)...} Mar. 16 4.40 4.50 4.50 week. Continuance of the war may swell exports 
U. S. Deliveries (000's)*.......... Jan 1). PUN ee 375 to 150,000 tons this year, as compared with less 
oven U. S. Stocks (000's)* as of (rr)..... Jan. 31 828.0 831.9 626.2 than 115,000 tons last year and 58,666 in 1938. 
to be 
intries t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)—Preliminary. (r)—Raw and 
arply. refined. (X)}—No foreign statistics allowed to be sent from abroad because of war conditions. 
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Week Ago COMMENT 








INTEREST RATES 


Cail Money...... 


Time Money (60-90 days)........ ; 114% 114% 
Prime Commercial Paper.......... 54-1% 


Re-discount Rate, N. ¥Y........... ; 1% 


Those who regard the rise and fall in commercial _ 
borrowings as barometric will take heart from the | 
upward trend noted in recent weeks. —_In the last 
three weeks loans to commerce, agriculture and | 


Sega dane saaews j % 1% 





CREDIT (millions of 


Brokers Loans. .. 


Other Securities. 


Time Deposits. . 


Comm'l Ind. and 
Brokers Loans... 


Other Securities. 














NEW FINANCING 
Corporate........ 
New Capital... . 
Refunding...... 


Bank Clearings (outside N. Y.)..... 
Cumulative year’s total to......... 
Bank Clearings, N. ¥ 
Cumulative year's total to......... 
F. R. Member Banks 
Loans and Investments.......... 
Commercial, Agr., Ind. Loans. . . 


Invest. in U. S. Govts.......... 
Invest. in Govt. Gtd. Securities... 


Demand Deposits............. 


New York City Member Banks | December 13 and December 20, 1939. The large 
Total Loans and Invest......... ; 7,957 | increase last week, in addition to a rise of $11,- 3. 
4. 


CTA LS eee c. é 165.5 159.7 | over by the Bank of France to the exchange stabili- 


Ti eekap Noes Feb. : 32.0 93.6 | ation fund. 
ss sos reg Feb. ‘ 133.5 136.1 | 


$) industry by New York City Member Banks 
2,107 have risen $30,000,000 since the low of February 
hel Seon 22,266 21. Moreover, reports indicate that about two- 
3,737 thirds of these loans were short term of the type | 
Bee 34.954 generally made for inventory purchases and other _ 
g commitments in connection with increased business | 
21,788 activity. 
3773 | _ The latest statement of New York CityMem- | | 
923 ber Banks was also significant in that it revealed | | 
8,376 an increase of $119,000,000 in total loans and in- | dy 
2,030 vestments bringing the figure to more than $9,000,- _ : 
3,242 000,000. On only two occasions since June, | doll: 
16,086 | 1936 have loans and investments of New York 1 
5,224 banks been higher. These were the weeks ending | 
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Agr. Loans.... 1,366 000,000 in commercial borrowings, reflected the 
Be cies se ROK « y 715 addition of $75,000,000 in Treasury notes, $27,- 


Invest. U. S. Govts............. 5 2,795 000,000 in government bonds and $16,000,000 
Invest. in Gov't Gtd. Securities... 1,037 of other securities. Treasury bills were down 


eet Ghes §@ edhe z 1,162 $10,000,000 and government guaranteed issues 


Demand Deposits.............. ‘ 6,938 totaling $16,000,000 were sold. 
Py eee eb Whe aie : 615 
Federal Reserve Banks oe ea 
Member Bank Reserve Balance... 9,077 No 
Money in Circulation.......... ; 6,751 The latest statement of the Bank of France, de- | U. 
Ok Sey eb oa 14,983 spite the revaluation of gold stocks on the basis | 
Treasury Currency. ............ | . 2,832 23.34 milligrams to the franc instead of 27.5 as hold 


Treasury Cash...........--05- 2,712 formerly, showed a drop in gold coverage from 
Excess Reserves. . 
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Soin was the result of a levy by the national treasury of 
(millions of $) Month Ago | 30 billion francs on the gold stock to be turned 
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Issues (1925 Close—100) High Low Mar.9Mar.16 || (Nov. 14, 1936 Close—100) High Low Mar. 9 Mar. 16 = 
309 COMBINED AVERAGE 66.4 61.4 63.9 61.4 100 HIGH PRICED STOCKS.. 67.09 63.97 65.80 63.97 ere 





1940 Indexes ron Sige Ie Pee REA uct 
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1940 Indexes _ 





100 LOW PRICED STOCKS... 58.67 53.75 55.92 53.75 Suc 












6 Amusements. . 


12 Automobiles. . 


9 Chemicals... . 
20 Construction. . 
5 Containers... . 
9 Copper & Brass 


7 Food Brands. . 
3 Food Stores... 
4 Fumiture..... 


9 Machinery.... 


5 Agricultural Implements... 101.2 91.4 94.5 93.2 2 Mail Order............. 2 87.7 920 896 | Ba. 


2 Dairy Products. 
7 Department Stores........ . SOA OO ER oe EM hha Walios 3 é 24.3 28.4 267 | 

6 Drugs & Toilet Articles. .. f 45.9 7 SO i No sD EE 6 SRR i : 162.1 166.0 162.2 co 
2 Finance Companies....... 5 265.4 236.2 232.4 | 3 Telephone & Telegraph... , 43.1 43.4 43.9 to 


ege 
BM He 286 264 268 27.0 4 Meat Packing........... : 52.7 60.8 56.2 


15 Automobile Accessories.. 92.5 82.1 92.5 85.6 13 Metals, non-Ferrous...... 157.9 147.0 155.1 147.1 | bei 


TE 142 (408. 1982 11.3 3 P. pia taoutiy ce ey gtic dpi ONS atat ‘ 13.0 = 14.2.- 43.0 pr 


12 Aviation (1927 Cl—100). 208.8 185.3 208.8 201.2 92 Petroleum.............. : 7 00.7 Te? | act 
3 Baking (1926 Cl—100).. 12.0 10.9 11.1 10.9x 18 Public Utilities... ........ 57.6 468 47.8 468 tol 
3 Business Machines....... 117.3 110.9 113.4 110.9 3 Radio (1927 Cl—100)... 11.3 104 10.5 11.2 


Se 157.9 165.1 157.9 9 Railroad Equipment...... 53.2 44.3 476 443 | hg 


eM Sine eS gaat a a ee eee wie A men) hye So Eu 


Ra Rope Taye OB 283.2::. 236.2 238;4 | USE Uae Rwblaan Vise : 2.3 2.3 2.5 in 
ABLE gg ergrere ; 91.0 99.3 92.0 2 Shipbuilding............ x 735: 10D 14.5 co 
Peewee g J 90.8 S295 92.2 T1 SOUO WON. 5. sk. : 9: FES. 722 


Pe eer 9 96.4 109.9R 1068 | 4 Textiles................ 1 490 524 490 | Ha, 
SMasvcs 4s 8 448 48.8h 48.5 Debi ss esate aban’ 2 1414 14.7 141 
Brgy oe oak 9 51.0 53.2 51.0 gist ees ane 4 86.5 89.4H 88.4 


3 Gold Mining........... > 815.4. 815.4. 890.9 | 4 Traction................ ; 35.3 41.3 42.8H as 
6 Investment Trusts......... ‘ 21.2 22.2 218 || 4 Variety Stores............ .3 230.7 239.1 2348 | fo 
3 Liquor (1932 Cl.—100)... 0: 150.0: 151.6. 153.1 | 20 Unclassified (1939 Cl._— | in 


x acadih ok dias pe. 807.3. 441.5: 107.3 Peach Cae eck ue cs 95.6 100.6 95.6 
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The Personal Service Department of Tue MaGazine or Wavt Srreert will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 


| This service in conjunction with your subscription should represent thousands of 


dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4, 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





National Dairy Products Corp. 


Under present market and general eco- 
nomic conditions do you still advise me to 
hold 200 shares of National Dairy common 
at 22? What processed products other than 
theese, mayonnaise and butter does this com- 
pany make? Are current sales maintaining 
the pace of the 2nd half of 1939? Please 
publish your latest appraisal—S. T., Butte, 
Mont. 


National Dairy Products is the 
largest company in its field. Prod- 
ucts consist of milk, cheese, ice- 
cream, butter, condensed milk, 
cream and miscellaneous products 
such as mayonnaise, salad dressings, 
eggs, etc. Sales are well diversified 
as to products, with milk and cheese 
being the most important from a 
profit standpoint. Foreign business 
accounts for only about 5% of the 
total; the concern should not be ad- 
versely affected by the war in 
Europe. Operations for 1939 resulted 
in a profit of $1.97 a share. which 
compares with earnings of $1.70 per 
share in the preceding year. With 
consumer purchasing power expected 
to be at higher levels over coming 
months, a good increase in sales is 
looked for, especially on such items 
as cheese and ice cream, which af- 
ford a wider profit margin. Accord- 
ingly, further earnings increases 
over the intermediate term are a 
possibility. Finances continue to be 


strong. Dividends have in the past 
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heen quite liberal in relation to 
earnings and it is expected that this 
policy will be continued. Conse- 
quently, some increase over the cur- 
rent 80 cents per share annual rate 
would seem possible. The shares 
have a good degree of appeal at cur- 
rent levels for both income and 
price appreciation possibilities, and 
we believe that retention of your 
holdings will prove well worthwhile. 


—— 


Gulf Oil Corp. 


Has Gulf Oil’s new Mississippi property 
proved productive? I understand that the 
company expects to sell large quantities of 
plane gas. Would these sales be to our own 
Government or to foreign combatants? Ilow 
do current earnings compare with a year ago? 
Would appreciate your latest report -and 
recommendations on a block of 100 shares 
purchased at 44.—K. M.. Hartford, Conn. 


Gulf Oil Corporation is one of the 
major companies in the industry. 
Properties total more than 11,000,- 
000 acres and the concern’s interests 
are located in practically all impor- 


tant producing areas in this country 
und substantial interests are also 
held in Venezuela. In addition, the 
company has a large stake in the 
sulphur industry, which contributes 
a minor portion of earnings. The 
concern is nearly completely inte- 
grated, producing the bulk of its 
own requirements of crude oil. This 
high degree of integration makes the 
company less dependent on the 
spread between crude and refined 
prices, and earnings tend to reflect 
variations in prices for refined gaso- 
line. Profits for 1939 are expected 
to be in the neighborhood of $1.50 
per share, which would compare 
with $1.43 per share earned in the 
preceding year. It is as yet too soon 
to estimate how much the new Mis- 
sissippi properties will contribute to 
earnings, but these new properties 
do have interesting profit possibili- 
ties. A subsidiary, the Gulf Refining 
Company, several months ago 
started construction of its second 
aviation gasoline unit and it is ex- 
pected that such sales will become 
increasingly important in the future. 
Financial position continues to be 
quite strong. The company has in 
the past followed a conservative di- 
vidend policy and it is expected that 
such a policy will be continued in 
the future. Thus, maintenance of © 
the present dividend rate of $1.00 
per share is looked for. The longer 
term outlook points toward better- 
ment in the industry and Gulf Oil 
should be in a position to benefit 
from this expected improvement. 
Consequently, we advise retention 
of your holdings. 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 




















Allegheny Ludium Steel 


Can you tell me something about Allegheny 
Ludlum’s recent entry into the stainless steel 
field? Also to what do you attribute the 
apparent sluggishness of the common shares 
in view of 1989 profits almost double ’38? 
I bought 120 shares at 27% in 1988. Do you 
feel this stock might soom gain to my pur- 
chase level?—Mrs. L. M. K., Fort Lauder- 
dale, Fla. 


Allegheny Ludlum Steel Co. re- 
ported a profit of $2,093,518 for 1939, 
which compares with a deficit of 
$1,070,186 in the preceding year. 
The company is, as you know, an 
important manufacturer of hot and 
cold rolled strip, stainless and elec- 
trical sheet steels, as well as high- 
grade alloy. Outlets are widely di- 
versified, with the auto trade being 
the largest taker of the company’s 
products, and markets are also 
found ameng the manufacturers of 
food-processing machinery, tools, 
building specialities, aircraft and 
household utensils as well as in the 
chemical and oil industries. The 
company is able to realize a good 
profit margin on the alloys and steels 
which it manufactures but sales are 
subject to wide cyclical fluctuations. 
Output of ordinary grade steels, 
therefore, must be high to carry 
overhead and provide satisfactory 
total profits on the alloys and spe- 
cial steels which it manufactures. 
The outlook at the present time 
points toward a: satisfactory rate of 
operations over coming months 
which together with possible firmer 
prices should boost earnings of the 
subject concern at least moderately. 
Under such conditions, dividend 
declarations this year could be 
higher than the 50 cents per share 
which was distributed in 1939. 
Finances continue to be satisfactory. 
Considering the company’s position 
in the growing alloy steel field, and 
with the outlook pointing toward 
maintenance of satisfactory levels of 
operations over the intermediate 
term, the shares would seem to have 
a good degree of appeal for their 
speculative possibilities and we 
would accordingly favor retention of 
your holdings. 





American Sugar Refining 


Please appraise American Sugar Refining 
common for me. I now hold a total of 180 
shares at an average price of 30 and at one 
time last year could have taken a few points 
profit but didn’t in the belief that the war 
would boost sugar demand and lift the 


766 








shares higher. What do you advise now?— 
M.S. D., Binghamton, N. Y. 


Accounting for about 30% of 
United States melting capacity of 
sugar, American Sugar Refining is 
the largest domestic producer of this 
commodity. In addition, the com- 
pany owns 25% of the stock of 
National Sugar Refining and a sub- 
stantial interest in two beet sugar 
companies. The sugar industry as 
a whole has been operating for some 
years past under rather unsatisfac- 
tory conditions, and this has been 
reflected in erratic earnings of the 
subject company. Operations in 1939 
resulted in a deficit of 84 cents per 
share, which compared with a deficit 
of $6.10 per share the year before. 
Profit margins were slightly im- 
proved and investment income was 
at better levels. Tonnage sales con- 
tinue to be rather constant and 
since only a small portion of re- 
quirements is supplied by the Cuban 
plantation, purchases must be made 
in the open market. Accordingly, 
profit margins depend on the spread 
between raw and refined prices. 
Sugar prices are, of course, affected 
by Government regulations so that 
the outlook in this regard is some- 
what uncertain. Finances continue 
to be strong, the balance sheet as 
of the latest year end disclosing cur- 
rent assets more than three times as 
large as current liabilities. Over the 
near term, tonnage sales are expected 
to be maintained at approximately 
current levels and profit margins 
may improve to some degree, and 
American Sugar Refining should be 
in a position to benefit from any 
improvement which does take place 
in the industry. Accordingly, we feel 
that retention of your commitment 
would be the more advisable course 
to follow, rather than acceptance 
of the loss which would result from 
liquidation of your holdings now. 





American Smelting & Refining Co. 


A few months ago, I wrote asking your 
advice on 100 shares of American Smelting 
& Refining common purchased at 61%. You 
then counselled retention for the long pull 
and for income. Has the situation been 
changed any since? Would you now advise 
averaging up at current prices of around 50? 
Please give me your latest appraisal— 
T. C. W., Montclair, N. J. 


As the leading world factor in the 
smelting and refining of non-ferrous 
metals, American Smelting & Refin- 





ing Co. handles such ores largely on 
a toll basis for others. Large mining 
interests are owned or controlled in 
this country and abroad. Over a 
period of years important minority 
interests have been acquired in sey. 
eral metal fabricators in the United 
States. Earnings are largely deter. 
mined by activities at home, with 
the volume of ores handled being of 
greatest importance. Although fluc- 
tuating sharply from year to year, 
operations have been profitable in 
all recent years with the exception 
of 1931 and 1932. Per share results 
of $3.24 were reported for 1938 down 
considerably from the $6.54 a share 
realized in 1937. At last reports 
finances were exceedingly strong. 
Capitalization is rather simple in 
that the 2,191,669 common shares 
follow only 500,000 $7 non-redeem- 
able preferred shares. Reporting 
semi-annually results in the initial 
half of 1939 were equal to $1.68 a 
share up moderately from the $1.53 
a share of the January-June interval 
of 1938. Considerable improvement 
took place in the final half and full 
year profits are said to have been 
in the: vicinity of $4.00 a share. 
Because of higher prices, profit mar- 
gins are wider than was the case in 
the forepart of 1939. This combined 
with a high rate of operations, which 
is expected to be in evidence for 
some months to come, makes for 
the opinion that further profits pro- 
gress is possible in the interval. Gen- 
erous dividend treatment is likely 
to continue. Reasonably priced in 
relation to recent profits and future 
prospects, the shares appear as rather 
promising speculative media. We 
would council retention of existing 
commitments but since we look for 
a continued irregular market for an 
indefinite period, we do not favor 
additions to present positions at the 
moment. 





Bucyrus-Erie Co, 


Is the improvement in Bucyrus-Erie’s busi- 
ness, noted in 1939, continuing into this year? 
What are its prospects and what do you 
think of chances of the common stock passing 
1144? This is what I paid for 150 shares last 
year. Do you advise purchasing additional 
shares at current levels?—W. U., Fargo, N. D. 


Bucyrus-Erie Co. is one of the 
ranking organizations engaged in the 
manufacture of excavating machin- 
ery used largely in the mining, quar- 


(Please turn to page 772) 
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New Deal Profits Are Not 
So Bad 





(Continued from page 731) 


it will begin sub-stratosphere flights 
next summer in five new four-engine, 
33-passenger Boeings to be deliv- 
ered this spring; the company will 
thus have a long headstart on other 
lines in this type of service. 

New products introduced during 
the year are commented upon in 
many reports. Libbey-Owens-Ford 
briefly describes its new “Hi-Test 
Safety Glass” —‘“The new _ plas- 
tic interlayer is a vinyl compound 
which in comparable thicknesses 
possesses a strength substantially 
more than twice that of any plastic 
previously used. Furthermore, it 
has an elasticity which imparts a 
resilience in absorbing impacts 
which earlier more rigid plastics did 
not have.” The company also re- 
ports its acquisition of Peacock 
Laboratories, owner of a new and 
revolutionary process for producing 
mirrors of the highest quality at 
reduced cost. 

Similarly, Ruberoid tells of a new 
inexpensive type of asphalt siding 
and of the perfection, in conjunction 
with Allegheny Ludlum Steel, of 
“Ludlite,’ a thin strong sheet of 
stainless steel permanently com- 
bined under heat and pressure with 
various backings and marketed in 
the form of wall tiles, panels, ete. 
Kroger Grocery reports its develop- 
ment, in joint research with the 
Mellon Institute and Westinghouse 
Electric, of the “Tenderay” process 
for tenderizing meat, a promising 
innovation from the profit stand- 
point. 

Needless to say, these examples 
offer little idea of the number of 
similar new wrinkles that were de- 
veloped during the year in all lines 
of industry. Nor has it been pos- 
sible to touch more than lightly 
upon the many varied effects that 
the war is having on domestic busi- 
ness enterprises. Perhaps more note- 
worthy than any of these individual 
developments, however, is the 
marked trend, apparent this year to 
a greater extent than ever before, 
of fuller management comments to 
their real bosses, the investors who 
own American industry. 


MARCH 23, 1940 





Retail deliveries 


are 114% ahead of 1939 to date... 


February 132% ahead of 


last February! 


_— seeing 1939 re- 
peating itself in 1940—at 
Studebaker! 

Sales of Studebaker cars, so 
far this year, are up substantially 
over last year. 

This steadily increasing pub- 
lic demand for the Studebaker 
Champion, the Studebaker 
Commander andthe Studebaker 
President proves conclusively 
that these three great cars must 
indeed be value-loaded with 
superior style, superior riding 
comfort, superior workman- 
ship and superior operating 
economy. 


Studebaker beat all cars in 
official gas economy contest 


If you’re buying a new car, see 
to it that you get one of these 
three money-saving Studebakers 
that took the measure of all 
other cars in economy, in 
this year’s Gilmore-Yosemite 


Sweepstakes, under American 
Automobile Association super- 
vision. 

With expert drivers and low- 
extra-cost overdrive, the Stude- 
baker Champion averaged 29.19 
miles per gallon, the Studebaker 
Commander 24.72 miles per 
gallon and the Studebaker 
President 23.40 miles per gal- 
lon in that greatest of all gas 
economy contests. 

You can be the proud owner 
of a Studebaker Champion for 
as little as $660 delivered at the 
factory, South Bend, Indiana. 
That’s right down on a level 
with the 3 other largest selling 
lowest price cars. And the prices 
of Studebaker’s Commander 
and President—and of Stude- 
baker commercial cars and 
trucks are comparably low. 

See your local Studebaker 
dealer now. You can buy any 
Studebaker for a low down pay- 
ment and on easy C.I.T. terms. 


STUDEBAKER... THE GREAT INDEPENDENT 


Founded in 1852 « 


World's Oldest Vehicle Manufacturer 





767 











Investment Clinic 





(Continued from page 741) 


more substantial returns than the 
shares of a company having more 
stable characteristics. 

Growth in itself, however, is not 
an “open sesame” to large invest- 
ment profits and dividends. Under 
various circumstances, growth may 
be ill timed, too rapid, or too costly. 
Mere growth in size is not enough. 

The type of corporate growth 
which promises the most substantial 
investment rewards is that which re- 
sults from research and the success- 
ful development of new products and 
processes. Growth can result also 
from the development of new manu- 
facturing technique, the lowering of 
operating costs and outstanding 
competitive vitality. Nor is it the 
smaller companies which necessarily 
have the best opportunities for 
growth. Many of our oldest and 
largest corporations may justly be 
included among companies credited 
with the most promising growth pos- 
sibilities. 

For the purposes of our reader, it 
is obvious that any effort on his 
part to concentrate his funds in the 
shares of those companies with the 
most promising growth prospects 
would tend to defeat his primary re- 
«uirement—a minimum income of 5 
per cent—at least temporarily. As 
is so frequently necessary, however, 
in investment undertakings, a rea- 
sonable compromise between imme- 
diate needs and his expectations for 
the future should enable him to ful- 
fill both of his requirements, while 
at the same time remaining within 
the limitations of a normal invest- 
ment risk. 

Referring to the accompanying list 
of suggestions, our investor will note 
that the income issues show an aver- 
age yield of 5.61 per cent, while the 
growth issues show an average yield 
of 3.93 per cent. Dividends are in- 
dicated conservatively, and while 
the dividend rate in some instances 
is an irregular one, on the other hand 
no allowance was made for extras 
paid last year. It is more than likely 
that the actual current yield on this 
complete list, even with current busi- 
ness no better than it was last year, 
will exceed 5 per cent. The issues 
comprising the income group all 
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have a good record of sustained pay- 
ments, while in the case of the 
growth stocks the dividend record is 
equally impressive when allowance 
is made for the greater degree of 
fluctuation which has characterized 
the earnings of these companies. 

Thus, if our investor has $20,000, 
for example, he can, by allotting 
$1,000 to each of the twenty issues 
listed, obtain a well-rounded list of 
common stocks yielding close to 5 
per cent and promising reasonable 
capital appreciation in the months 
ahead. 





General Mills 





(Continued from page 757) 


5% of the total value of finished 
products. Employe relations have 
been conducted along progressive 
lines. Last fiscal year, for example, 
a windfall of $1,660,000 recovered 
from the U. S. Treasury Depart- 
ment in settlement of previously 
levied processing taxes was set aside, 
together with another $1,640,000, 
toward creation of an employe pen- 
sion fund. 

Turning to the question of future 
earnings prospects, the most likely 
avenues of profit gain appear to be 
those recently turned up as a result 
of new product research activities. 
Further advance along the latter 
lines seems assured under the pres- 
ent management since the company’s 
president got his start in GIS’s la- 
boratories and is strongly committed 
to the policy of growth through 
product research. Earnings from the 
flour milling business proper will al- 
ways depend more or less upon fac- 
tors beyond the company’s control, 
but in the field of trade-marked 
items more management latitude is 
possible. 

It is in the latter divisions that 
most encouraging recent progress 
has been made, growing sales of 
packaged food lines having prompted 
construction of the new $2,000,000 
plant at Buffalo. The latter was to 
have gone into production the first 
of March, but a recent fire, destroy- 
ing practically all of the materials 
accumulated for the beginning of 
operations, has postponed the plant’s 
cpening until early summer. All 
losses were covered by insurance and 
the company’s overall scheduled 
production will be taken care of by 


increased output of other plants, 

Exports normally account for 
about one-tenth of the company’s 
business. For the industry as , 
whole, these have been declining 
since before the outbreak of the 
war though until December they 
were running ahead of year earlier 
figures. It is expected that the Allies 
will continue to fill their wheat and 
flour needs from Canada and South 
America though the Argentine crop 
is one of the poorest on record. 

Something of a damper has been 
put on earnings prospects for the 
fiscal year beginning next June | 
due to the likelihood of a short 
winter wheat crop; a bumper spring 
crop, however, could have an off 
setting effect. Secretary Wallace's 
agricultural certificate plan, simply 
the old processing taxes in what New 
Dealers hope will prove constitu- 
tional form, remains up in the air 
as far as enactment prospects are 
concerned but General Mills has 
little to fear on this score for it was 
able, under the old Agricultural 
Adjustment Act, to pass these levies 
on to customers quite readily. 





Sun Oil Company 





(Continued from page 743) 


for the company, which when com- 
pleted will bring the ocean-going 
fleet up to 15 vessels in addition to 
the large number of small vessels 
and barges in the coast-wise and 
inland waterways service. 

Results of operations of the Sun 
Shipbuilding and Dry-dock Co. are 
not reported separately but that 
company delivered seven cargo ves- 
sels and four oil tankers last year 
and is reported to have sufficient 
business on hand to assure a high 
rate of building activity well into 
1941. Due to a scarcity of ship- 
building facilities on the Atlantic 
coast and an increasingly strong de- 
mand for commercial vessels of all 
types, this branch of the Sun Oil 
Company should make substantial 
additions to company profits for the 
next several years at least. 

During 1939, the company ran 
about 29,956,000 barrels of crude oil 
to stills as compared with about 25,- 
708,300 in the preceding year. Of 
this amount, about 40% was pro- 
duced from the company’s own re- 
serves. This would have been con- 
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jderably larger were it not for the 
fact that the Texas Railroad Com- 
mission, which controls oils produc- 
tion in that state, decreed during 
the year shut-downs totaling 115 
days and thus reduced the amount 
of the company’s own crude oil 
available to meet its needs. The 
company drilled 152 wells last year 
of which 102 were producing oil 
wells, 6 gas wells and the remainder, 
dry holes. At the first of this year 
Sun had 4,123,938 acres under lease 
of which 137,662 were in production. 
Qn these leases were 2,313 produc- 
ing wells of which nearly 1,600 were 
wholly owned while the balance 
were held through partnership 
agreements giving the company an 
interest ranging from but a small 
amount to as high as 75%. Consid- 
erable development and improve- 
ment of the company’s oil field prop- 
erties is in prospect for 1940. 

The company has announced its 
intention to re-enter the retail field 
this year through the establishment 
of a chain of super-stations. At one 
time the company was prominent 
in this branch of the business but 
abandoned it when the threat of 
punitive action against chain stores 
by Government agencies was at its 
height. This threat has been consid- 
erably reduced in recent years. The 
new service stations are not de- 
signed to compete with established 
dealers but are rather to serve as 
laboratories to test out public tastes 
and requirements as well as a school 
where independent Sunoco dealers 
and their helpers may be taught im- 
proved service methods and sales- 
manship. 

Sun Oil Company has some for- 
eign properties but they constitute 
not more than 2% of the value of 
all of the company’s holdings. Val- 
ued at $3,149,623 at the rate of ex- 
change prevailing at the close of the 
year, about 85% of this sum repre- 
sented properties located in bellig- 
erent countries. While the value of 
the properties abroad is relatively 
small, exchange losses during 1939 
resulted in a $155,574 reduction in 
income. 

Increased gallonage and declining 
production costs last year resulted 
in the company earning $6,959,677 
after deductions for depreciation, de- 
pletion and amortization, as well as 
all taxes. After payment of $600,- 
000 in preferred dividends the re- 
maining income was equal to $2.74 
a share of common stock as com- 
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“IT’S MY FAVORITE BARGAIN” 
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A bargain, Says the dictionary, “is an ady antageous transaction. 


Telephone service is like that. 


Advantageous to you because it saves time, steps and trouble. 
Stands guard over the security of your home. Helps you to 


keep in touch with relatives and friends. 


And does all of this as a real bargain should —at low cost. 


Pennies buy wings when you reach for the telephone. 
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pared with $1.07 a share in 1938. 
Dividends of $1 a share were dis- 
tributed to common stockholders to 
which has since been added a 5% 
stock dividend, paid on March 15. 

The end of 1939 found the com- 
pany in its usual strong financial 
position. As of December 31, cur- 
rent assets of $45,891,879 were bet- 
ter than double current liabilities. 
There were no important obligation 
maturities until 1943 when the first 
of five annual installments on the 


234% debentures of 1943-1947 are 
due. This issue is outstanding in the 
amount of $9,000,000 and is followed 
by a $12,000,000 issue of 24% de- 
bentures maturing December 1, 
1948. The equity capital structure 
consists of 100,000 shares of 6% 
dividend $100 par value preferred 
stock and 2,447,355 shares of com- 
mon stock. 

The company’s prospects for this 
year are somewhat better than those 
of the industry at large. New Blue 
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November; too late to feel the bene- 
fits of the peak gasoline consump- 
tion season. Since that time the new 
product has not only been well ad- 
vertised through the press and radio 
but—what is more important—has 
been receiving wide “word - of - 
mouth” recommendation from sat- 
isfied users. It is probable that the 
half-million new customers _ esti- 
mated to have been added during 
the last month of 1939 will be sub- 
stantially expanded by many more 
new customers before the peak of 
the motor fuel consumption season 
is reached this summer. Although 
production facilities have been in- 
creased about 30%, it is likely that 
even these larger facilities will be 
taxed to their capacity if anything 
like the generally expected increase 
in gasoline demand materializes. 

Over the longer term it is likely 
that the Houdry process of “crack- 
ing” will be the source of much addi- 
tional revenue since it not only per- 
mits the manufacture of more and 
better gasoline for automobiles but 
also gives Sunoco a relatively pro- 
lific source of highest grade aviation 
gasoline, a commodity in which there 
is a real shortage at the present time. 
This shortage will probably be ac- 
centuated rather than relieved over 
the medium term since demand will 
continue to grow both for domestic 
consumption and later for export. 
The same Houdry process also per- 
mits the making of burning oils from 
waste stocks and thus allows the 
manufacture of this important com- 
modity without the necessity of pil- 
ing up excessive gasoline inventories 
during seasons of poor motor fuel 
consumption. 





Curtiss-Wright's Ship 
Comes In 





(Continued from page 749) 


but it serves to illustrate the strong 
arnings leverage behind Curtiss- 
Wright common stock. 

The well balanced management. 
the utility value of the company’s 
products and designs as well as their 
acceptance by both American and 
foreign military forces would as- 
sure the company continued high 
rates of operations even if the pres- 
ent more than heavy backlog of 
unfilled orders were absent. As it 
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Sunoco was introduced only last 


now stands, however, even if a 
single new order were not forthcom- 
ing during the next twelve months, 
the company would still have ample 
business on hand to keep it going 
at top speed through this year and 
well into 1941. As it is, constantly 
improved designs and the rising de- 
mand for the newest high powered 
motors all promise that the com- 
pany will have as much business as 
it can handle for a much longer 
period of time. 





A New Industrial Empire 
in the Making 





(Continued from page 729) 


is gradually reducing the extent of 
the calamity. Salt brine obtained 
from oil wells is rich in chlorides, 
iodides and some bromides as well 
as other, more rare salts. The 
preparation of iodine from oil well 
brine is already an established source 
of iodine supply and the chlorides 
can be used profitably by the oil 
refiners in the making of their oil 
products as well as an additional 
product to be sold to others. Indeed, 
many of the by-products of oil pro- 
ducing and refining have become 
standard raw materials for other 
chemical makers and the list of users 
is already expanding. 

In the longer run, all petroleum 
companies will benefit more or less 
from the researches that are now be- 
ing carried on. Those who are likely 
to lead in obtaining the benefits that 
will accrue are such companies as 
Standard Oil Co. of N. J., Socony- 
Vacuum, Sun Oil, Gulf and Phillips 
Petroleum Co. who have devoted 
considerable time and money to the 
problems. 

Petroleum research has _ only 
scratched the surface of the possi- 
bilities contained in crude oil. Con- 
ceivably these possibilities can be 
expanded to cover man’s three most 
important physical needs of Warmth, 
Shelter and Food. Just as gasoline 
was formerly thrown away to obtain 
burning oil, it is possible that the 
waste products which until recently 
were the step-children of the refin- 
ing industry will become of para- 
mount importance and over the very 
long term the importance of gaso- 
line as the principal revenue pro- 
ducer will be sharply minimized. 





For the Coppers 
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steadily tighter. The catch is, how- 
ever, that extraordinarily low visible 
stocks can support a firm to rising 
price only when invisible stocks 
(consumers’ inventories) are also 
low and demand continues active, 
As was the case when stocks fell 
to the extremely low level of 99,600 
tons in April, 1937, the situation is 
not as bullish as the figures seem 
to indicate because of overstocking 
on the part of consumers. Fortu- 
nately, this condition is nowhere 
near as serious now as it was then; 
as in steel and a number of other 
lines, there is every indication that 
the inventory problem is rapidly 
being liquidated. The modest. in- 
crease in stocks in February indi- 
cates a decline in consumer takings 
not entirely offset by reduced pro- 
duction. 

Turning from the industry as a 
whole to some of its principal com- 
ponent units, it is at once apparent 
that improving prices and volume 
in the closing months of 1939 were 
fully reflected in operating results. 
Anaconda, for example, though off- 
cial earnings figures for the year 
are not yet available, probably 
cleared between $2.30 and $2.40 per 
common share or better than double 
the $1.11 reported for 1938. Despite 
lower average prices since the turn 
of the year, moreover, heavy de- 
liveries against higher priced busi- 
ness placed some time earlier has 
probably had the effect of sustain- 
ing profits in the quarter now draw- 
ing to a close. It would not be 
surprising to see Anaconda report in 
the neighborhood of 90 cents for 
the current period as compared with 
43 cents for the initial three months 
of last year. 

Kennecott’s 1939 showing was no 
less encouraging than Anaconda’s. 
Net was probably equal to about 
$3 per share which would place it 
at the second best level in ten years. 
That this still leaves plenty of room 
for further possible improvement, 
however, is indicated by the fact 
that $4.60 per share was earned in 
1937. Dividends are continuing at 
the regular quarterly rate of 25 cents 
which, when full year results war- 
rant, is customarily supplemented 
by a substantial year-end extra. As 
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jst year against $1.71 in 1938. 
These figures, incidentally, as well 
as those above, are before depletion. 
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tained although some slowing down __ of ‘the Pepsi-Cola stock and the 


might be expected as the optimum 
point is neared. It is extremely in- 
teresting to note that the methods 
of the company enable it to make 
this showing year after year al- 
though the book value of the stock 
is only slightly over $4.60 per share. 
The capital structure of the com- 
pany is very simple, consisting solely 
of 600,000 shares of $3 preference 
stock and 4,000,000 common shares 
of no par value. Current assets posi- 
tion is traditionally strong with a 
six to one ratio ordinarily preserved. 
Though of course the position of 
Pepsi-Cola cannot compare with 
that of the older concern it has made 
notable strides since it was rescued 
by Loft and the current outlook is 
for a continuation of these gains to 
a major extent although not on the 
same percentage basis. It must be 
remembered that in this case sales 
have risen from practically nothing 
a few short years ago to the point 
where net profit last year was over 
$4,800,000. The company is under 
some pressure as a result of the court 
battles with Loft and though the 
actual product does not suffer it 
might be expected that the shifting 
of control groups could act to divert 
attention from the sole problem in 
hand—namely, to sell Pepsi-Cola. 
The stock of the Pepsi concern is 
traded in the over-the-counter mar- 
ket and sells way up around $290 
per share. At this level it is out of 
reach of the ordinary investor al- 
though the earnings and prospects 
do not indicate that it is out of line. 
Loft has, however, as the result of 
successful litigation, obtained 79.2% 


public interest in the soft drink con- 
cern is therefore concentrated in the 
stock of the latter company. And 
the success of Pepsi is amply attested 
by the activity and strength of the 
Loft stock. From a low of less than 
$1 per share the stock has in a few 
short years risen to the present high 
level of around 30. On the basis of 
the amount of Pepsi-Cola stock 
owned at the present this is perhaps 
justified and perhaps not. But an 
important consideration is that the 
litigation between the two concerns 
is not yet completely over, nor have 
all the interested parties been satis- 
fied. With such a rich prize to fight 
for there is small chance that any 
possibilities will be overlooked. Thus 
Loft must still be classed as a special 
situation subject to final settlement. 

There is of course the very good 
chance that as Pepsi grows the need 
for widening the market for its stock 
may bring about some split in the 
shares comparable to what was done 
with the Coca-Cola stock after the 
company had established itself. But 
as matters stand right now the Pepsi 
stock is out of reach for most in- 
vestors and does not enjoy the dis- 
tribution of a more seasoned issue 
of a larger number of shares. 

By contrast the Coca-Cola shares 
are listed on the New York Stock 
Exchange and sell at a level that 
while high still within reach. 
And as matters stand they con- 
stitute the more acceptable in- 
vestment both from the point of 
stability and income, while Loft 
offers the obviously more dynamic 
speculative attractions. 
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Second Quarter Business 





(Continued from page 726) 


advance of their appearance, but 
they influence the plans of business 
men and of purchasers in many 
lines. The chances seem to be 
against any important extension of 
this recession in industry, but a de- 
clining stoek market would change 
the balance of probabilities over to 
the less encouraging side. 


A spur to business sentiment is 
the principal need of the current sit- 
uation. Not that industry is pessi- 
mistic over the second quarter—it 
simply sees no need for expanding 
operations or placing new orders 
while the timing of the upturn re- 
mains obscure. It will accept at full 
face value any signs that the trend 
has changed. 

Politics, war, the stock market. 
profit factors—any of them are cap- 
able of influencing the present situa- 
tion for better or worse. That some 
comparatively new factor will enter 
the picture within the next few weeks 
is hardly to be doubted. Whether 
it be labor troubles or some spec- 
tacular increase in foreign trade— 
bearish or bullish —the essential 
truth today is that industry is better 
situated for an upturn than for 
further slump. The trend of last 
summer has now come into play 
again, and it was a steady, powerful 
one. Barring some definitely dis- 
couraging development which might 
postpone the turn, the second quar- 
ter should end better than it will 
begin. 








As the Trader Sees Today's 
Market 





(Continued from page 733) 


seems logical to conclude regarding 
most of them that liquidation has 
been proceeding about as fast as 
London wishes. In other words, it 
may have been unnecessary to take 
over U.S. Steel because the owners 
were applying for permission to sell 
as rapidly as, or more rapidly than 
the authorities considered advisable. 
Therefore, one reason for the appear- 
ance of a stock on the list of con- 
scripted issues is that not enough 
alacrity on the part of holders in 
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applying for selling permission has 
been shown. In that case, such 
stocks might be expected to run into 
more liquidation now that they are 
in the hands of the government. 

Another reason, of course, is that 
by handling certain issues in large 
blocks rather than in small indi- 
vidual pieces it may be possible to 
place them with private or institu- 
tional investors off the floor of the 
Stock Exchange. The selection of 
an expert in the investment field 
such as Mr. Gifford to handle the 
liquidation suggests that this may 
be a prominent motive in the choice, 
atlhough not many of the stocks 
seem to qualify as the type that both 
require and justify the treatment. 

Most of the 60 are closely con- 
nected with consumers’ goods in this 
country and not likely to be out- 
standing beneficiaries of any buying 
program the Allies may pursue. Vis- 
ualizing a long war which would 
force a great deal of buying in the 
United States, the Allies would prob- 
ably prefer to sell first the stocks 
that would have least to gain in the 
later stages of a war boom. Only 
about ten stocks on the list are 
likely to do any considerable quan- 
tity of direct business with England 
and France. The three aircrafts, 
Douglas, North American’ and 
United, are prominent in this sec- 
tion, but the purpose in including 
them may have been camouflage or 
some special situation. 

Several utilities are on the list, and 
of them one, Consolidated Edison, 
has already reported the size of for- 
eign holdings at the year-end. Only 
about 4% of the common was held 
outside the United States, and this 
includes the entire world. During 
1939 foreigners reduced their hold- 
ings of Consolidated Edison by 
64,262 shares. A questionnaire cov- 
ering half the list of 60 stock re- 
ported by Dow, Jones & Co. showed 
that Pure Oil had the largest ap- 
parent British ownership in_ per- 
centage of stock outstanding. There 
is no way of checking on shares 
actually owned by foreigners but 
held in domestic nominees’ names, 
but Pure Oil has registered in the 
names of English residents some 
120,000 shares of its stock, equiva- 
lent to 3% of the total outstanding. 
The only others for which figures 
were available and which showed 
greater than 2% British ownership 
were North American Co. with 2.5%, 





Servel with 2.2%, and Greyhound 
with 2.1%. In terms of dollar val- 
ues at current prices, the only large 
block was North American, worth 
$4,800,000. 

Volume of trading is the key to 
the amount of liquidation entering 
the market from any source, domes- 
tic or foreign. Under present cir- 
cumstances, it is almost impossible 
to conceal the times when European 
holders of our stocks are being given 
the opportunity to reduce their com- 
mitments here. Meanwhile, rumors 
of heavy foreign selling on the Stock 
Exchange in dull markets such as 
those of the first two and a half 
months of 1940 are worth no more 
than a chuckle from those who look 
into the facts of the matter. 
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rying, construction and related in- 
dustries. Depending, as it does, 
upon activities in the heavy indus- 
tries, earnings are given to rather 
wide cyclical swings. This is borne 
out in the past record which shows 
deficit figures in the four years end- 
ing with 1935. The intervening 
years have been profitable with net 
in 1939 advancing to $1.10 per com- 
mon share from only 20 cents a 
share in 1938. A strong working 
capital position has long been main- 
tained with current assets, includ- 
ing cash of roundly $2,600,000, 
amounting to $12,200,713 at the 
1939 year end. Current liabilities on 
the same date totalled only $1,652,- 
173. The capital structure is com- 
prised of 1,225,727 common shares 
and 58,320 shares of $7 preferred 
stock. Demand for ore digging and 
handling machinery is likely to score 
further gains in line with present 
comparatively high levels of activ- 
ity in the mining and _ industrial 
trades. The defense program of the 
government may result in orders 
from that source. Furthermore, the 
concern is in a position to manufac- 
ture certain items of war equip- 
ments. Thus the earnings outlook 
remains favorable and the recent 
upturn may be extended over the 
months to come. A dividend of 50 
cents a share was paid last Decem- 
ber and additional distributions 
from time to time appear possible. 
We see no reason why present specu- 
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lative holdings should be disturbed 
but we would not advise additional 
purchases at this time. 


F. G. Shattuck Co. 


How is the Schrafft chain doing profit-wise? 
Will a rise in sugar prices and wholesale 
quotations narrow profit margins materially? 
In 1938, I bought a small allotment of 
Schrafft (Shattuck) shares at 11. If you 
think any improvement might be expected 
in the coming months, I would hold. Other- 
wise, I would sell on the next rise —T. L. B., 
Milford, Conn. 


F. G. Shattuck Co. reported a 
profit for 1939 equivalent to 45 cents 
per share, which was only moder- 
ately improved over the earnings of 
43 cents per share on the capital 
stock in the year before. The com- 
pany operates some 45 restaurants 
and candy stores in New York, Bos- 
ton, Philadelphia and Syracuse, all 
mits catering to a quality type of 
business. The company has attained 
asound trade position by its adher- 
ance to high standards in both prod- 
ucts and service. Over coming 
months, the trend of sales may be 
at somewhat higher levels, in line 
with expected betterment in con- 
wmer purchasing power, but higher 
ngredient and operating costs as 
well as keen competition is likely 
to restrict improvement in net earn- 
ings. Consequently, dividends are 
not likely to be increased over the 
near term. Frankly, we can see little 
in the outlook that indicates any 
marked improvement in earnings 
over the early future and we accord- 
ingly feel that the shares are rela- 
tively unattractive for retention. 











Park & Tilford, Inc. 


You seldom review such stocks as Park & 
lilford in your Magazine. Now I happen to 
own 50 shares of this stock at 27%, holding 
itas a speculation and would like to have 
your recommendation. I’ve heard the com- 
pany’s liquor sales last year were better than 
in 1988. Does this mean other lines were 
unprofitable? What is the financial status of 
this company at present?—G. B., Woon- 


weket, R. I. 


Park & Tilford, Inc. derives by 
lar the largest portion of its reve- 
tues from the sale of domestic and 
imported liquors. The second most 
important division of the concern’s 
activities is the manufacture of 
‘Tintex” household dyes. The re- 
mainder of the business is concerned 
with the wholesaling and retailing 
ofa variety of staple and fancy gro- 
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ceries, profits from which are of 
little importance. Sales of alcoholic 
beverages tend to fluctuate with 
levels of business in general. Compe- 
tition, however, is severe and profit 
margins are narrowing. Profits from 
Tintex are said to be relatively 
stable. Fair minimum earning pow- 
er has been demonstrated since re- 
peal of prohibition, with the low of 
the past seven years having been 
$1.00 a share realized in 1934. Net 
income in 1938 was equal to $1.89 
a share down sharply from per share 
results of $3.52 in 1937. As last 
detailed on December 31, 1938, 
working capital was ample although 
secured notes payable outstanding 
amounted to $2,789,355. Capitaliza- 
tion is quite simple in that the 243,- 
683 common shares follow in claim 
only 6,940 shares of $3 preferred 
stock. More than 95% of the latter 
and somewhat less than 80% of the 
former are closely held. Earnings in 
the 9 months ended September 30, 
last, were equivalent to $1.09 a 
share as against $1.08 in the corre- 
sponding year earlier interval. Sales 
may have gained last year but re- 
sults for the full term are said to 
have been somewhat below 1938 
figures. Revenues may increase mod- 
erately over coming months but 
heavy advertising expenditures will 
likely restrict earnings gains. Early 
resumption of dividend payments is 
not anticipated. The shares would 
appear to have less than average 
speculative appeal at this time and 
we are of the opinion that funds 
could probably be more gainfully 
employed in situations recommended 
by the Magazine from time to time. 





Motor Wheel Corp. 


Should I take profits on 150 shares of 
Motor Wheel common purchased at 14%? 
I am inclined to feel that continuance of 
earnings improvement might warrant holding 
but am a little afraid of market hesitancy. 
Is it likely that this company might increase 
dividends this year? Thanks for past help 
and comment in present instance—V. I. G., 


Dallas, Texas. 


Motor Wheel Corp. is principally 
a manufacturer of steel wheels, hubs 
and brake drums sold for the most 
part as original equipment to leading 
builders of passenger cars and trucks. 
In recent years the operating scope 
has been broadened to include the 
production of such non-automotive 
items as oil heating equipment, 
wooden liquor barrels and various 























“Growth” Stocks 
For SPRING 


Young, vigorous 
companies developing 
new products 
offer impressive profits 


NOTED financial columnist re- 

cently said: ‘Experienced wealth- 
ier investors are concentrating on 
young domestic industries, on stocks 
that may yield profits regardless of 
what form Europe’s war takes or 
how long it lasts.” 


Run Ahead of Market 


Of two such stocks, Cluett Peabody, 
recommended by us 7 months ago 
at 29, is up 55%; Interchemical at 
28, is up 60 %. General market in this 
period advanced but 7 %. 


New Buying Advice 
Our Staff has completed an exhaus- 
tive study of 50 “new product” issues, 
and has selected five with outstanding 
growth prospects. You may have this 


valuable report NOW —as a test of 
UNITED Service. 


Send for Bulletin WS-86 FREE! 
UNITED BuSINESS SERVICE 


210 Newbury St. A r Boston, Mass 











UNITED FRUIT COMPANY 


DIVIDEND NO. 163 


A dividend of one dollar per share on the 
eapital stock of this Company has been de- 
clared payable April 15, 1940 to stockholders 
of record at the close of business March 21, 


1940. 
LIONEL W. UDELL, Treasurer. 


UNITED CARBON COMPANY 


DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Com- 
pany, payable April 1, 1940 to stockholders of 
record at three p.m., March 18th, 1940. 
C. H. McHENRY, Secretary. 











ATTENTION TREASURER ! 


Among the 100,000 or more inquiries our Per- 
sonal Service Department answers each year, 
the type most frequently asked is: 


“What is the dividend prospect for this stock?” 


It is our job to keep the investment buying 
public fully informed of the progress of those 
corporations whose securities are held by them. 
We believe you will want to co-operate with us 
in keeping your company before this all-impor- 
tant body of stockholders. It is a sound 
‘*Public Relations’’ policy to do so. 


An excellent and inexpensive way of doing this, 
is to run your dividend notices in our pages. 
It costs but one dollar per line! 


Why not notify your advertising agency to 
place your current notice in our next issue! 
Write adv. dept. 
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pressed steel parts. These latter 
products now account for about 1/3 
of total sales. Earnings, however, 
still tend to follow the trends of 
automobile production. Competi- 
tion continues severe and_ profit 
margins remain narrow. Profits last 
year were at a new high since 1929 
and amounted to $2.18 on each of 
the 850,000 common shares out- 
standing (sole capitalization) in 
sharp contrast to only 73 cents a 
share the year before. Finances 
were strong as of the 1939 year end. 
Current assets, including cash of 
$2,527,902, amounted to $7,674,162 
while current liabilities totalled only 
$1,600,075. Additional automobile 
business has been secured and with 
operations in the chief consuming 
outlet expected to continue highly 
satisfactory, earnings may possibly 
expand further over the intermediate 
term. Furthermore, activities in the 
non-accessory division might in- 
crease somewhat in the interval. 
There is the possibility of increased 
dividend payments in the not too 
distant future. The shares appear 
rather interestingly priced and we 
would advise continued speculative 
retention. 
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to Finland if the Allies would send 
as much as 80,000 troops with arms 
and planes at once—disposing of the 
many suggestions that there were in- 
surmountable obstacles to active 
participation in behalf of the Finns. 

The whole affair casts doubts on 
Chamberlain’s policy, and leaves us 
to wonder whether we have not been 
witnessing another Munich. 

In view of this situation we can- 
not continue to accept decisive 
diplomatic victories for Germany as 
based on incapacity and errors of 
judgment on the part of the British 
government—as we have done up 
to now. For, in spite of an apparent 
struggle to the death between Eng- 
land and Germany—disquieting ru- 
mors of a possible alliance between 
these two powers are ever present. 

Combined English, German and 
French control of industries still ex- 
ists... . Not a few have questioned 
the failure of the Allies to bombard 
the Krupp Works, within striking 
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distance from the guns of the Magi- 
not Line—and the amazing situation 
wherein necessary war materials 
and other goods were shipped to 
Germany via Belgium—is another 
instance. 

German gains since Munich give 
the lie to the possibility of economic 
collapse. It may be true that the 
Nazis have had a bad winter, but 
even a casual calculation will show 
that they are now in the process of 
solving some of their most urgent 
food problems, with the possibility 
that by summer they will be in pos- 
session of enough foodstuffs and raw 
materials to meet their require- 
ments. 

To recapitulate —in taking Aus- 
tria, Germany secured gold, food- 
stuffs, lumber, lignite necessary for 
airplane manufacture as well as 
other important minerals, and an 
entire transportation network by 
land and water to the Black Sea 
and the East. In taking Czecho- 
slovakia she secured one of the most 
important munitions works in Eu- 
rope, along with other mineral and 
agricultural assets. The blitzkrieg 
in Poland gave her control of the 
entire country—with its agriculture, 
industry and raw materials. 

As in Austria and Czechoslovakia, 
behind the army came _ units of 
workers, augmented by slave bat- 
talions of conquered peoples subject 
to control by the German Gestapo 
to avoid sabotage. Land has been 
prepared and seeded for a harvest 
so that this spring and summer 
should solve the problem of food- 
stuffs—while industry has been set 
in motion and is already beginning 
to function. With the spring, too, 
the Danube will again become navi- 
gable, making available a greater 
quantity of Rumanian oil. 

The Russo-Finnish peace too 
brought entire Scandinavia under 
German. influence—with the cer- 
tainty that the Nazis will continue 
to receive without interruption the 
products of these countries so neces- 
sary to Germany at this time; and at 
bargain prices because the English 
blockade has greatly injured the 
trade of these neutrals and closed 
and narrowed their markets. 

Politically it has smoothed the 
way for Germany in the Balkans. 

Rumania now feels her best in- 
terests lie with Germany or King 
Carol would not have agreed to re- 
lease the Nazi Iron Guard and to 


permit them to organize a Hitler 
youth movement in Rumania— 
which shows how great a victory 
Germany has won. While with 
Russia at peace and in a position to 
concentrate on the Black Sea—with 
Turkey unwilling to take issue 
against her, Germany is in the posi- 
tion to secure an adequate oil supply, 

Will England make a stand for 
her so-called vital interests at this 
point? That is the question. Up to 
now her inactivity on the Western 
Front gives one the impression that 
she is merely creating the semblance 
of a war. And in view of Germany’s 
position as related above, of which 
she must be well aware, “talking” 
the blockade which she claims will 
starve the Nazis out. 

So far it would seem that in this 
naval war the neutrals have been 
the chief sufferers. One is left with 
the feeling that England’s main ef- 
forts are directed toward stimulating 
trade, and she seems to have lost 
interest in Europe on any other 
ground. 

With the close of the Russo-Fin- 
nish war, events in Europe are en- 
tering a new phase—attaching great 
importance to the meeting between 
Hitler and Mussolini at this time. 
These conversations will have to do 
less with peace than with the situa- 
tion in southern Europe because Hit- 
ler has now apparently cleared the 
way for control of the Balkans. But 
he has yet to conciliate Russia who 
considers them her sphere of influ- 
ence—a buffer area against her vul- 
nerability in the south. And Mus- 
solini who believes it vitally im- 
portant that the Balkan states re- 
main under his benign political and 
economic influence. 

Hitler must iron out these matters 
before he acts in the west. While 
the Nazis are now in a position to 
take the offensive—will Hitler take 
the risk—or will he continue the 
stalemate and concentrate on gain- 
ing economic control of Middle Eu- 
rope and use the barter system as a 
weapon to fight British gold? 

What about France who would be 
obliged to bear the brunt of active 
warfare,. and who is already dis- 
turbed by the new turn of events 
resulting from the Russo-Finnish 
peace? 

Power and wealth will change 
hands among the big fellows in Eu- 
rope. The little men who shed their 
blood will lose everywhere. 
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